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Hard money 

The markets are 
not infallible 




Samuel Brittan, Page 14 
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WORLD MEWS 

Central bankers 
disagree over 
gold’s role in 
ECB reserves 


Senior central bankers are in 
disagreement over whether to 
include gold as part of the 
reserves of the future European 
Central Bank. Some German 
bankers believe the ECB should 
not bold gold as part of its 
reserve basket because it is an 
inconvenient store of value. But 
French central bankers that 
insist it should be in the reserves 
to strengthen public confidence 
in the euro. Page 16 ; Commodi- 
ties, Page 28 


Tunnel freight sale cleared 

The European Co mmissi on has 
given the go-ahead for the sale erf 
Railfreight Distribution (RfD), 
the Channel tunnel freight sub- 
sidiary of state rail network Brit- 
ish Rail. Page 11 


Rains have started dousing fires 
in Indonesia, clearing the hare 
and opening all of Indonesia’s air- 
ports for the first time in months, 
but bringing floods. Page 6 


fi to d e M om— fcMto u pt 

French fashion designer Claude 
Montana, who first made a name 
for himself in the 1960s with 
designs inspired by punk rock, 
has Died for bankruptcy a few 
days after showing his new col- 
lection in Paris. 


Nato dispute eases 

New lower assessments of the 
cost of Nato enlargement appear 
to have defused a possible dis- 
pute between the US and Euro- 
pean members of the alliance. 
Page 2 

OflF takes lead In Asia 

Asian and US finance ministry 
officials meeting in Manila laid to 
rest the idea of a special rescue 
fund to help Asian countries fac- 
ing difficulties and gave centre 
stage to the IMF. Page 6 

Pressure for Ell reform 

The European parliament joined 
rails for a streamlining of EU 
institutions as a precondition for 
enlargement into central and 
eastern Europe. Page 2 

Chinook problems revealed 

The UK’s Ministry of Defence has 
admitted for the first time a 
series of software problems 
involving Royal Air Force Chi- 
nook helicopters. Page ll 

French Jalidt pro j e ct ion 

France's Socialist-led government 
has unveiled projections for the 
1997 budget showing the deficit 
would undershoot targets for the 
first time in four years. Page 2 

Suras of the tfcnw 

French noses, renowned for their 
sensitivity, face a new challenge 
- men from Grand Courcame 
near Rouen are being trained as 
“sniffer humans" to detect pollu- 
tion from a local factory. 
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Hew EU rules proposed 

EU countries violating single 
market rules mil face swift 
action by the European Commis- 
sion under new procedures pro- 
posed by Brussels. Page 2 

South Korea refor m pa c kage 

South Korea launched a package 
of financial reforms in a final 
effort to avoid seeking a bail-oat 
from the IMF. The measures were 
announced by Lim Chang-yuel 
hours after he was appointed 
finance minister. Page 16; Seoul 
market package. Page 6; Edito- 
rial Comment, Page 15; Lex, 

Page 16; Currencies. Page 27; 
World stocks. Page 38 


Drosdner Bank's top 

management is set for farther 

chang e v rffh Hansgwy g Wn fpiann 

leaving the main board. 

Page 21 


Exiles "planned mm aertf 

Mustapha Hamza ami Ahmed 
Taha. two leaders of the Egyptian 
Gama'a al-Islamiya militant 
group in exile in Af ghanistan 
were named as probable master- 
minds of the Luxor massacre 
which killed 70 tourists. Page 9 


The Eiw op oan Commi ssi on set 

a target of early next month to 
agree changes to meat safety 
rules in an attempt to avert a 
trade clash with the US. Page 10 

Toyota, Japan’s largest 
carmaker. «frns to raise its Euro- 
pean market share to 5 per ren t 
by conc en trating on small cars, 
the company's director in charge 
of Europe said. Page 19 


European Union finance 
mnristes settled an argument 
between the UK and Germany 
which had held up important 

r-hang mc to hank ca pital adequacy 

rules. Page 2 


Chicago Board of Trade is to 

expand its electronic d ealing net- 
work overseas by installing trad- 
ing screens in several financial 
centres. Page 22 


Bactoq. Israel’s statecontroDed 
telecoms company, has post- 
poned a public offering because 
the prospectus is not ready. 

Page 22 

Pegssos Gold, a US-based 
producer, may become the first 
substantial victim of low gold 
prices after deeding to shut its 
Mount Todd mine in Australia 
and to take a 6383m write^iown. 
Page 17; Commodities, Page 28 

Softbank, troubled Japanese 
multimedia conglomerate, is con- 
sidering launching Ziff-Davis, its 
largest subsidiary, on the US 
stockmarket to revive its flagging 
share price. Page 17 

flirfl Bank and Sanwa Bank. 

two of Japan’s largest financial 
institutions, said they would suf- 
fer losses this year after announ- 
cing heavy provisions to cover 
bad loans. Page 20 

CUoa is set to restore 
preferential tax treatment on 


Page 10; Beijing backs big com- 
panies, Page 6 

CUe*s plan to privatise 13 water 
utilities and 10 puts should take 
effect next year after legislation 
permittingthe sale was approved 
by Congress. Page 7 

Eatee Lauder, US cosmetics 
group, is to acquire fashionable 
n a t u r a l beauty brand Aveda Cor- 
poration far 8300m. Page 23 

Dow Jones, US business 
information group, took steps to 
cot investment plans for its trou- 
bled finanrial markets unit and 
warned that it would register a 
Mg finamrial loss for this year. 
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A hangover 
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Tecfmoiogy, Page 12 


Page 3 



jjj^£ Today’s surveys 

Reporting Britain 
Business of Travel 


Separate sections 


THURSDAY NOVEMBER 20 1997 


BUSINESS HEWS 

Glaxo Wellcome 
‘error’ to benefit 
shareholders 
outside Britain 


Agreed cash bid aims to create one of world's largest fund management groups 

Merrill offers $5.2bn for MAM 


Glaxo Wellcome shareholders 
outside the UK win receive an 
unexpected tax benefit because of 
an “administrative oversight” by 
I the UK pharmaceuticals com- 
pany. Page 17 

j Prwiwtag. diversified 

! Hanover-based conglomerate, 
said it may float a majority of its 
steel subsidiary as an alternative 
to a trade sale. Page 22 

Lazard Frfcres, secretive French 
merchant bank, is about to 
appoint five partners after uncer- 
tainty about its f u t u re manage- 
ment Page 17 


By Jane Martfaison fat London 
and WSteffi Lewis in New York 


Hamm Securities. Japan’s 
largest investment boose, has 
appointed a US citizen to head its 
international operations. Page 17 


Good year, US tyres group which 
has been the leading supplier to 
Formula One motor racing for 
much of the past 30 years, is to 
withdraw from the end of next 
season. Page 21 
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Merrill Lynch, the US inves tm ent 
bank, announced a £3.1 bn 
($5^bn) agreed cash offer for 
Mercury Asset Management yes- 
terday in a move which could 
create one of the largest fund 
management groups in the world. 

The offer, which, puts another 
nail in the coffin erf independent 
• fmftWPil services ffr mT p g m fhp 
UK, is also set to make the three 
top directors of MAM. the UK’s 
iparifwg fund management com- 
pany, almost £50m richer. 

Hugh Stevenson. MAM'S chair- 
man, will receive almost £24m 
from long-term incentive 
schemes and shares, some of 
which are held - in a charitable 
trust. Mr Stevenson will become 
non-exeentive chairman of the 
combined group for a year if the 
deal is agreed by shareholders. 

Carol Galley, MAM'S vice- 
chairman, pnd Stephen Zimmer - 
man. deputy charnnan, are set to 
receive about £l0m and £14m, 
respectively. Both are to join 
Merrill's ex ec ut i v e management 
committee, making Ms Galley the 
first woman to do so and the 
most senior female at MerrilL 

The two. who were paid a total 
of £10.77m last year, will serve as 
cobeads of the new business, to 
be known as Merrill Lynch Mer- 
cury Asset Management and to 
be based in London. Mr Steven- 
son said the ‘'continuity of man- 
agement" should help the group 
retain its Independent approach. 
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Merrill, which has a high pro- 
portion of employee share owner- 
ship. is also to offs' “attractive 
incentive plans” to guarantee 
staff retention. 

The directors on MAM'S board, 
who together own about 1 per 
cent of the group, have given 
undertakings to accept the bid - 
worth £17 a share. The group's 
employees own about 3 per cent 

MAM's shareholders, which 
include Prudential and Flemings, 
win also receive the interim divi- 
dend of 123 p declared earlier this 

TTirmfh 

The surprise offer, at 3 per cent 
of MAM's £104. 4bn in funds 
TTTwipr manag em ent, is at the top 


end of deals in the sector over 
the past few years. The price, at 
32 per cent above MAM’s closing 
share price on Tuesday, repre- 
sents a multiple of 25 times its 
earnings for the year to Septem- 
ber 30. Both sides said the price 
was a fun one. 

Analysts said yesterday a fur- 
ther bid was unlikely. However. 
MAM directors emphasised their 
commitment to the Merrill deal. 

The acquisition talcps the total 
assets managed by MerriU from 
$272bn to $449bn and is a further 
indication of the process of rapid 
consolidation in the global fund 
management industry. Merrill 
said the combined group would 


be the third-largest dedicated 
fund manager in the world. 

“This acquisition represents a 
quantum leap toward our goal of 
becoming a global leader in the 
asset management business, one 
of the most attractive segments 
of the financial services indus- 
try.” said David Komansky. 
ehairman and rhiof executive Of 

Merrifl. This view was endorsed 
by Herb Allison, president and 
chief operating officer. 

MAM is dominant in the UK 
institutional market but has 
struggled to makp any headway 
in the US. In contrast, Merrill’s 
fond management strength lies 
in the US retail market 


Merrill plans to use MAM’s 
institutional strength to expand 
into Europe and Asia and there 
are also plans for MAM’s retail 
products to be sold by Merrill's 
13,000 US financial sales staff. 

Some S249bn will be manage 
in London by the new group with 
the remaining S200bn in US 
mutual funds managed in th« US. 
Both sides said there would be no 
job losses in a combined work- 
force of about 55£0Q. 

Lazard Brothers, the UK invest- 
ment bank, advised MAM on the 
deaL Merrill advised itself. 
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Nikkei falls 5% as Tokyo denies bail-out plan 

p, Gisan Tett in Tokyo Japan’s banks’ and brokers’ shares suffer most SZTSZSL TSLf!* * 


New fears about Japan's ailing 
financial system unleashed 
another bout of market volatility 
yesterday in Tokyo. 

The Nikkei average of 225 
leading shares tumbled 5 per 
cent to 15.745.65, with financial 
shares among the worst hit. 

The fall was triggered in part 
by a doiial from Ryutaro Hasfaf- 
moto, the prime minister, of 
reports that he planned to use 
public funds to help restore 
Japan's banks and brokers to 
financial health. 

Shares of Yamafchi Securities, 
the country's fourth largest bro- 
kerage firm, fannhiw? nearly 50 
per cent from their Tuesday 
dose to Y58 before recovsing to 
Y65 at yesterday’s dose, amid 


renewed speculation about the 
troubled fire's future. - 
The drop leaves the group 
trading at 18 per cent of its book 
value. Edwin Merner, of the 
Atlantis fund management 
group, said: “Any company with 
a share price below Y100 is a 
candidate for bankruptcy.” 

Compounding yestoday*s con- 
fusion, the Bank of Japan said it 
was stffl considering aid to trou- 
bled financial companies. 

Mr Merner said: “The market 
reaction is a vote of no-confi- 
dence in the Japanese govern- 
ment's financial policy - there Is 
a real lads of coordination.” 

Fuji Bank, which has been tra- 
ditionally affiliated with Yam- 


aichi, pledged it would support 
the group, but its shares also fell 
yesterday by the permitted maxi- 
mum of Y10O to dose at Y813- 

Investors pointed out that Fuji 
could ill afford to provide assis- 
tance. The bank yesterday 
announced large provisions to 
cover bad loans, predicted it 
would post net losses of Y440bn 
(S3-46bn) in the year to next 
March 31, and omitted its half- 
year dividend. 

Sanwa Bank, which also 
announced profits had fallen in 
the first half of tbe year, said it 
expected s full-year loss of 
Y350bn - for similar reasons. 

The other leading banks are 
doe to report half-year results in 


the coming days. Analysts expect 
them to report large losses 
because of bad loans. Goldman 
Sachs estimates, for example, 
that losses for Japan's top 20 
banks wiB total Y12^00bn over 
the next two years. 

Share prices of some smaller 
banks dropped sharply amid 
speculation that some might be 
forced to follow tbe example of 
Hokkaido Takushoku Bank and 
close. Shares of Ashfkaga, a 
regional bank, fell by the maxi- 
mum permitted to Y147. 

“The market is hunting out 
the weak,” said James McGinnis, 
financial analyst at Dresdner 
Kle in wor t Bens o n. 

Although it had been assumed 


the government would not let 
banks ™ii brokers collapse, the 
failures this mouth of Hokkaido 
Takushoku, Japan's tenth hug- 
est commercial bank, and Sanyo 
Securities, its seventh largest 
broker, have signalled a change 
in polity. 

As a further sign of the pres- 
sures an tbe financial system, 
the Japan Securities Dealers’ 
Association reported that the 
country's 226 brokers reported 
total losses of Yl4.4bn hi the 
first six months of t h i s financial 
year, co mp ared with a profit of 
Y130.8bn in the period last year. 

Foreign brokers reported a 

profit of Y42bn in tbe period. 


Editorial Comment and 
Observer, Page 15 
Con fi d e nce crisis. Page 20 


Chubais facing sack 
as finance minister 


By Chrystia Freetand 
in Moscow 


Anatoly Chubais, Russia’s 
embattled first deputy prime 
minister, was farther weakened 
yesterday when Russian presi- 
dent Boris Yeltsin backed a pro- 
posal to deprive him of his post 
as minister of finance. 

Victor Chernomyrdin, the 
prime minister, said a final deci- 
sion on Mr Chubais’s fate was 
likely to be taken today, when 
the premier plans to meet Mr 
Yeltsin. 

Tbe finanra ministry is the last 
source of real political power 
retained by Mr Chubais following 
a scandal which has brought 
about the dismissals of three of 


his allies and seriously stained 
his own reputation. 

But forcing Mr Chubais out of 
the finance m in i s try may not be 
enough to appease the Commu- 
nists, whose support in parlia- 
ment is crucial for the passage of 
the 1998 budget and important 
tax reforms. 

Communist leaders said they 
would insist that Mr Chubais be 
forced out of the government 
altogether. 

Gennady Seleznov, the Commu- 
nist speaker of the parliament, 
said: “The Duma [the lower 
house of parliament] will not be 
satisfied with this and will ask 


Continued on Page 16 
Chubais's enemies. Page 2 
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Political settlement will allow banks to use own models to assess capital adequacy 

EU banking rule changes can go ahead 


By George Graham, 

Banking Editor 

EU finance minis ters have 
settled a political argument 
between the UK and Ger- 
many which has held up 
important changes to the 
bank capital adequacy rules. 

The agreement brings the 
ElTs rules into line with the 
international standards set 
by the Basle committee of 
banking supervisors. This 
clears the way for European 
hanks to use their own mod- 


els to assess how much capi- 
tal they need to hold as a 
cushi on against their man- 
agement risks. 

“The political deadlock 
has been broken," a UK offi- 
cial said. 

The directive is still being 
examined by the European 
parliament, but is expected 
to receive final approval 
next week. 

European banks have com- 
plained that the delay in 
changing the rules put them 
at a disadvantage to their US 


and Swiss competitors, some 
of which have already 
started to use “value at risk” 
models, which can often 
result In a lower capital 
requirement. 

Although there has been 
little disagreement on this 
issue, the amendment to the 
EU capital adequacy direc- 
tive has been held up by 
peripheral issues. 

The UK insisted that com- 
modity brokers be exempted 
from the EU capital ade- 
quacy rules. It feared that 


some US banks would other- 
wise move their London- 
based commodities business 
to Chicago. 

Germany, on the other 
hand, wanted commercial 
mortgages to be allocated a 
lower risk weighting than 
ordinary loans. It also 
wanted a lower risk weight- 
ing for churches and reli- 
gious communities. 

In the end, each got what 
it wanted: until 2006, com- 
modity brokers will be 
exempted from the capital 


adequacy rules, and com- 
mercial mortgages may be 
weighted at 50 per emit of 
the normal risk and to 
churches at 20 per cent. 

The draft directive also 
includes a derogation on 
over-the-counter derivatives. 

Banks have been desperate 
to get the go-ahead for n«cmg 
their market risk models, 
and baffled by the UK gov- 
ernment’s obstinacy on the 
commodities issue. 

“I think tho British gov- 
ernment expended a lot 


more political capital on this 
than it was worth." said one 
London banking expert 

Several London banks - 
including some with Swiss 
or US ownership which are 
nevertheless incorporated in 
the UK - now hope to be 
*hi«» to use their own nwitolg 
for capital adequacy pur- 
poses by next autumn. 

Because the models allow 
hanks to ajaanng that some 
types of market risk offset 
others, they can cut a hank’s 
capital costs significantly. 


Chubais’s enemies cut him down to size 


Chrystia Freeland describes a slow 
political execution in the Kremlin 


T he phrase “salami tactics" 
was first coined to describe 
th e Hungarian Communists' 
te chniq ue of destroying their oppo- 
nents with a thousand small cuts. 

It is an equally apt term for the 
painfully drawn-out political execu- 
tion the Kremlin has been perform- 
ing this week. 

The victim is Anatoly Chubais, 
the youthful economist who is a 
first deputy prime minister. Over 
the past five days he has been 
reduced from being one of Russia’s 
most powerful men to what one 
observer called a “political corpse". 

The blows have been incremen- 
tal. Last Friday one of his allies 
was fired from his job in connec- 
tion with a controversial and lucra- 
tive book deal in which Mr Chu- 
bais was implicated. 

The next hit came over the week- 
end. when two more Chubais loyal- 
ists were sacked from cabinet posi- 
tions. leaving him almost entirely 
without supporters in the govern- 
ment 

Yesterday his position was fur- 
ther undermined when the Krem- 
lin signalled tha t. Russia's leading 
market reformer was likely to be 
deprived of his job as finance min- 
ister. 

Taken together, the sackings 
have almost entirely sapped Mr 
Chubais's political strength. He is 
personally discredited, and his 
once mighty bureaucratic machine 
is shattered. Prosecutors are 


aggressively questioning him and 
his team over their $450,000 book 
deal, and some may be taken to 
court or even jailed. 

“Chubais is a political corpse." 
concluded Lilya Shevtsova of the 
Carnegie Centre in Moscow. “He 
has lost his air of professionalism 

and he has lost his imag e as an 
honest guy.” 

ft is a stunning fall from grace. 
Just six months ago Mr Chubais 
seemed omnipotent. He bad 
already accomplished two seem- 
ingly impossible tasks: pushing 
through Russia's mass privatisa- 
tion programme, and mastermind- 
ing Boris Yeltsin’s remarkable vic- 
tory in last year’s presidential 
ballot. 

Last spring Mr Chubais’s 
achievements earned him a trium- 
phant return to the cabinet from 
which he had been h umili atingly 
ejected the year before. As first 
deputy prime minister with respon- 
sibility for economic policy, he 
came back to a position of great 
authority. 

Backed by fiercely loyal allies, 
whom he inserted into key eco- 
nomic posts, and personally in 
charge of the flrmnrp ministry, Mr 
Chubais was rated by friends and 
enemies as one of Russia’s most 
powerful men, more important in 
many ways than the stolid prime 
minister, Victor Chernomyrdin. 

Mr Chubais's political muscle 
was on display two weeks ago, 



Chubais (left) and Nemtsov: losing political muscle? 


when he and Boris Nemtsov, Rus- 
sia’s other first deputy prime min- 
ister, persuaded Mr Yeltsin to sack 
Boris Berezovsky, an influential 
financier, from his RTwnihi post. 

At the time Mr Berezovsky’s fall 
seemed to prove that Mr Chubais 
and his reform team had decisively 
won the upper hand in Russian 
politics. Or, as one Chubais aide 
gleefully exclaimed: “This is our 
Stalingrad." 

But it turned out to be a pyrrhic 
victory. Just a few days alter Mr 
Berezovsky was dismissed, a Rus- 
sian journalist revealed that Mr 
Chubais and four of his political 
allies had received $450,000 in fees 
for an as yet unpublished history 


of privatisation. The publisher is 
owned by Oneximbank, a bank 
which Mr Chubais had been 
accused of favouring in the past 

By the standards of post-Commu- 
nist Russia, the episode seemed rel- 
atively trtviaL Yet Mr Chubais’s 
sweetheart publishing contract 
seems, for the moment, to count 
heavily against him. 

Mr Chernomyrdin said he was 
“ashamed" rf the writers’ behav- 
iour. Mr Chubais admitted that 
“the fee was too high”. Mr Yeltsin 
publicly said nothing , allowing the 
purge of the Chubais faction to 
speak for itself. 

Some observers argue that it is 
Mr Chubais’s insistence on a free, 


Nato defuses France claims deficit victory 

r Cost Robert Graham in Paris • — *:V_ nor* hv m* fi«mi miwnr 
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By Alexander Nlcoll, 

Defence Correspondent 

New assessments of the cost 
of enlarging Nato appear to 
have defused a potentially 
damaging dispute between 
the US and European mem- 
bers of the alliance. 

Nato officials said yester- 
day that the organisation’s 
commanders - who include 
top US generals - believed 
that force deployment plans 
would require no significant 
changes as a result of admit- 
ting Poland, Hungary and 
the Czech Republic. 

The three countries are 
expected to sign accession 
agreements in mid-Decem- 
ber. They will join Nato in 
1999. provided the parlia- 
ments of all 16 present mem- 
bers approve. 

Nato’s study, due to be 
published next month, esti- 
mated that additional costs 
common to all members 
would be limited to improve- 
ments in militar y infrastruc- 
ture such as communica- 
tions and radar, and would 
be about $l.3bn over 10 
years. Nato officials said. 

Separately, the entrants 
would be expected to 
improve military capabilities 
to make them compatible 
with Nato standards. This 
was expected to cost them 
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$3.5bn over two years. 

These figures are far below 
earlier US estimates, which 
went as high as $100bn. Hie 
Pentagon forecast in Febru- 
ary that expansion costs 
would be $27bn-$35bn over 10 
years, prompting concern in 
the US Congress that Europe 
would not pay enough for its 
defence. However. US offi- 
cials have recognised that 
the higher figures were 
based on the assumption 
that Russia remained an 

Immine nt militar y threat. 

Last week, congressional 
opposition appeared to be 
melting when Senators Jesse 
Helms and Joseph Biden 
said they were convinced of 
the arguments for enlarge- 
ment and that the costs 
would be relatively small 
and shared equitably. 

They heard testimony that 
military infrastructure in 
the fixture member countries 
was in better condition than 
previously thought. Mr Rob- 
ert Hunter, US ambassador 
to Nato, said in London yes- 
terday they would be expec- 
ted to improve air defences 
over time, but were not 
being pressed to buy new 
equipment. It was more 
important, he said, to give 
military officers training in 
languages and In Nato’s 
practices and culture. 


OBITUARY 

HALL, Richard 
Seymour, 
aged 72, 

author and journalist. 
Died suddenly in hospital 
on Friday 14th 
November. Beloved 
husband of 

Carol (Cattley). father of 
Robin. Nick, Simon, 
Crispin and Jeremy. 
Funeral ai Sl Mary. 
Upton, Oxfordshire, 230, 
Friday 21st November, 
followed by a manorial 
service at Sl Bride’s. 
Flea Street in January. 


By Robert Graham in Paris 

France's Socialist-led 
government yesterday tri- 
umphantly displayed its 
good housekeeping abilities, 
unveiling final projections 
for the 1997 budget that 
I showed the deficit would 
undershoot the target for the 
first time in four years. 

Dominique Strauss-Kahn, 
the economy minister, said 
the deficit would be the 
equivalent of 3.1 per cent of 
gross domestic product, as 
previously forecast He said 
this woald be achieved 
despite the feet that, on tak- 
ing office five months ago, 
the government inherited an 
overrun an the original defi- 
cit projections. 

This improvement is not 
by chance or the result of 
any budgetary artifice.” Mr 
Strauss-Kahn said, outlining 
the final readjustments 
agreed to the budget figures. 
“It is simply the result of file 
economic strategy pursued 
by the government since ihe 
beginning of the summer.” 

The previous centre-right 
administration had forecast 
a deficit of FFr288bn ($49bn). 
Instead Mr Strauss-Kahn 
said it would come in 
FFrl4bn less, at FFr270bn. 
This was mainly attributable 
to larger treasury receipts, 
swollen by France’s eco- 
nomic recovery and some 
spending cuts. The govern- 
ment had also benefited 
from a lower than expected 
interest bill on debt service 
to the tune of FFr7 Jbn. 





Romano Prodi, the Italian premier, addressing the French 
National Assembly yesterday on European unity feum 


The minister stressed the 
government’s specially 
appointed team of auditors 
had concluded in July that, 
if uncorrected, the budget 
deficit could reach between 
3.35 and 3.8 per cent of GDP 
at the end of 1997. Yester- 


day’s projections meant the 
end-year deficit would be as 
much as FFxS2bn less than 
the worst case scenario 
envisaged in July. 

In terms of budgetary 
management, the turn- 
around has been achieved in 


part by new fiscal measures 
squeezing the earnings of 
large companies. But the 
government has also insti- 
tuted savings cuts totalling 
FFr30bn. 

These savings enabled it to 
make modest additional 
expenditures of FFri2bn, 
geared to provide extra 
funds in particular for youth 
unemployment and helping 
low-income groups. 

Mr Strauss-Kahn said he 
remained reasonably confi- 
dent that France could 
achieve 2.3 per cent growth 
this year. He added that 
domestic-led growth next 
year could offeet any nega- 
tive impact from, the turmoil 
in Asia 

Referring to the 1996 bud- 
get, which passed its first 
reading in the National 
Assembly yesterday, he said 
the commitment to bring the 
deficit down to 3 per cent of 
<2>P was realistic. However, 
he warned sacrifices were 
still needed because next 
year the national accounts 
would no longer benefit from 
the pension funds taken 
from France Telecom under 
a move by the previous 

fldTftinislr stiflB- 

Among the spending over- 
runs inherited from the pre- 
vious government was 
FFr450m relating to a car 
purchase Incentive scheme 
which ended in September 
1996, FFr850m in credits for 
ship-building, and FFr789m 
Fiance was obliged to reAmd 
to the EU for unwarranted 
aid to agriculture. 


Brussels to 
act swiftly on 
trade restraint 


fair market economy which has 
paved the way for his humiliation. 

“This bit of unethical behaviour 
is Ttrtthmg compared to what senior 
ministers have gotten away with," 
a western investment banker in 
Moscow said. “But if you set your- 
self up as the champion of reform, 
you can’t do what others can.” 

Of course, this incident is not the 
sale reason far Mr Chubais's trou- 
bles, which have been inspired 
.partly by a powerful group of 
financiers whose alliance with the 
minister turned to hatred thi*? sum- 
mer. In the past week these embit- 
tered financiers have splashed 
their newspapers and filled then- 
airwaves with self-righteous indig- 
nation over the book deaL 

But here, too, Mr Chubais has 
sown the seeds of his downfall. 
Determined to privatise at any 
cost, he created the ruthless 
tycoons who have now nearly 
ended his political career. Like Dr 
Frankenstein, he is being manled 
by his own monster. It is a sad 
moment for the man who. perhaps 
more than anyone else, deserves 
the credit for Russia’s breathtaking 
capitalist transformation. 

Yet perhaps Mr Chubais can 
claim the last laugh. Even if he is 
forced out of the cabinet altogether 
over the next few weeks, the 
reforms he set in motion seem 
likely to live on. 

He may have lost most of his 
authority in the government. But 
in contrast to the fete that befell 
reformers in Communist times, 
nothing can remove Mr Chubais 
from his place in the history books. 


By Emma Tucker in Brussels 

European Union countries 
that violate single market 
rules will face swift action 
by the European Commis- 
sion under procedures pro- 
posed by Brussels yesterday. 

The fftst-track sanctions 
would be activated by inci- 
dents such as the refusal by 
French farmers in 1993 to 
allow truckloads of Spanish 
strawberries on to their ter- 
ritory, or a Spanish move 
earlier year to exclude 
imports of aQ but one type of 
television decoder. 

Mario Monti, the single 
market commissioner, pro- 
posed the measures as exist- 
ing procedures take too long. 
Decisions against member 
states are often, handed out 
lo ng after the heat has gone 
out of an issue. 

For example, it took six 
years to resolve a case 
against Germany, after it 
refused to allow imports of 
foreign beer to be called 
“beer" unless the produce 
was brewed according to tra- 
ditional German methods. 

“Currently, the Commis- 
sion does not have the 
mnann to act rapidly against 
member states when there 
are serious unjustified viola- 
tions of the principle of free 
movement of goods,” said Mr 
Monti. 

“In the past we have faced 
situations such as the 
destruction of goods or bans 
on imports from other mem- 
ber states without being able 
to intervene with the neces- 
sary speed and effective- 
ness." 

The proposal - in the form 
of a draft regulation - will 
be presented to ministers at 
next week’s single market 
council meeting. It must be 


approved unanimously by 
member states. 

to June, heads of govern- 
ment meeting in Amsterdam 
asked the Commission to 
submit proposals before the 
end of this year that would 
guarantee the free move- 
ment of goods. Italy, Spain. 
Portugal and Ireland were 
the strongest advocates, 

Nonetheless, some coun- 
tries may balk at the propos- 
als which, although they do 
not grant the Commission 
power to impose financial 
sanctions, will make it easier 
for aggrieved third parties to 
seek compensation against 
member states in national 
courts. 

The proposed regulation 
would allow Brussels to start 
Tppai action within a matter 
of days if a member state 
refused to take necessary 
action to get rid of obstacles 
to the free movement of 
goods. 

Member states who felt 
they had been unfairly 
treated could appeal to the 
European Court of Justice or 
ask the court to suspend the 
Commission’s decision. 

Mr Monti also published 
the first “scoreboard" giving 
details of member states’ 
performances in living up to 
single market rules and reg- 
ulations. 

According to the score- 
board, Austria has not 
implemented 10 per cent of 
single market directives. 
Germany and Belgium are 
the second worst offenders. 

Italy takes longer than any 
other member state to 
respond to Commission 
warnings that it Is in breach 
of the rules - an average of 
187 days. Finland is the 
swiftest correspondent, tak- 
ing an average 59 days. 


MEPs support 
calls for reform 


By Michael Smith 
in Strasbourg 

The ' European parliament 
yesterday joined calls fin- a 
streamlining of European 
Union Institutions and deri- 
sion-making as a precondi- 
tion for EU enlargement into 
central and eastern Europe. 

Its demands formed part of 
a resolution backing the 
Amsterdam Treaty, which 
was negotiated this summer 
among the 15 member-states 
to revise and update the 
EU’s founding treaty. The 
parliament's action adds to 
the pressure for institutional 
change already being 
exerted by nations such as 
Belgium, France and Italy. 

The EU is preparing to 
start formal negotiations an 
the entry of at least five cen- 
tral European- nations and 
Cyprus in the new year. The 
first wave of countries is 
expected to join in the early 
years of the next century. 

The parliament yesterday 
formally added its weight to 
critics of the Amsterdam 
Treaty who say it fells to 
address the politically sensi- 
tive decisions on institu- 
tional reform which will be 
needed before enlargement. 

ft called for adjustments to 
be made both to the number 
of European Commissioners 
and to the weighting of votes 
among countries in the 
“council” which mulcpg final 
derisions in the EU. 

The parliament also called 
for qualified voting to 
become the general rule in 
the council, and said the 
requirement of unanimity 
should be restricted to deci- 


sions of a constitutional 
nature. 

The need for institutional 
reform is recognised at the 
European Commission, 
which believes such issues 
need to discussed at an inter- 
governmental conference. 
The Commission wants EU 
nations to endorse the 
Amsterdam Treaty before 
embarking on another IGC. 
but believes early derisions 
need to be made on the num- 
ber of Commissioners and 
the weighting of votes 

airinng nations 

In yesterday’s debate, the 
majority of MEPs backed 
Amsterdam in spite of mis- 
givings that the treaty did 
not go far enough in increas- 
ing the powers of parlia- 
ment 

The majority socialist 
group welcomed the treaty’s 
increased emphasis on 
employment creation, trans- 
parency and openness, and 
the prevention of fraud. 
Opponents included UK con- 
servatives. 

Inigo Mendez de Vigo, who 
helped draft the report on 
Amsterdam adopted by the 
parliament, acknowledged 
that the treaty was not ideal, 
not least because of its fail- 
ure to instigate i nsti t u ti o nal 
reform. But he argued it 
took “substantial steps for- 
ward in establishing a com- 
munity of common values". 

■ For the Greens, Maria 
Aglietta said political groups 
were falling into line with 
national governments, 
which did not want to see 
the powers of EU institu- 
tions increased. Ms Aglietta 
was opposed to the treaty. 


Hopeful u ni ons rally forces for jobs summit 


By Robert Tayfc>r and 
John Kantpfner in London 

An estimated 20,000 European 
workers, mainly from Germany, 
France and Belgium, are expected 
on the streets of Luxembourg 

today to protest against mass 
unemployment on the eve of the 
EU jobs summit. 

But their anger and frustration 
do not mean the European trade 
union movement Is shouting impo- 
tently from the sidelines. 

On the contrary, their leaders 
believe that, around the bargaining 
table, they have secured an influ- 
ential role for the first time in 
employment policy at EU level. 

The UK government, which will 
hold the EU presidency for the first 
half of next year. Is also seeking to 
hold other member states to a com- 
mitment to a new job strategy to 
cut unemployment 

“Today’s demonstration sends a 
message of concern about unem- 


ployment to the conference, point- 
ing to the continuing threat it 
poses to social cohesion and 
democracy,*' said Emilio Gabaglio, 
general secretary of the European 

Trade Union Confederation- “But 
the unions will also be sending a 
more positive message to the heads 
of government ” 

His organisation, which repre- 
sents most European trade unions, 
has reached a far-reaching agree- 
ment with the main European 
employer bodies on how to respond 
to the continent's employment cri- 
sis. The accord is in line with new 
European Commission thinking an 
the need for more flexible labour 
markets. 

“We want to see employment cri- 
teria coming from this summit, 
just as we had monetary conver- 
gence criteria from the Maastricht 
conference six years ago," Mr 
Gabaglio explains. 

Today’s march is seen by some 
union leaders, especially from the 


UK, as a gesture to an obsolete 
form of industrial politics and a 
distraction from the substantial 
common ground reached between 
employers and unions on imple- 
menting the EU's employment 
g uidelines. 

British crffirfaiw voiced optimism 
that guidelines setting out priori- 
ties for each country on jobs would 
be agreed at the summit These 
will be used as a benchmark for all 
to follow over the next six months. 

The UK hopes action to be 
agreed this week will stress 
employability and adaptability, 
lower non-wage labour costs, 
increased skills, a fresh start for 
young and long-term jobless, and 
deregulation for small businesses. 

“The action plans will be submit- 
ted for monitoring at the Cardiff 
summit [in June 1998] where peer 
pressure will be brought to bear 
on member states that have not 
been following the plans they 
have laid down,” said an aide of 


Tony Blair, the UK [aime minister. 

Mr Blair joined forces with 
Romano Prodi, Italian prime minis- 
ter. and GOran Persson, their Swed- 
ish counterpart, in issuing a joint 
statement yesterday urging this 
week’s summit to adopt a series of 
conclusions. They emphasise the 
role of the single market to job 
creation, the importance of reduc- 
ing barriers to employment in 
small and m e dium businesses, and 
the need for tr aining and a (dear 
regulatory framework. 

Unions and employers share the 
emphasis on reducing long-term 
unemployment and increasing the 
numbers to training, actions they 
believe should be carried out at 
nationstate level. 

“At present only one out of ever 
10 jobless receive any training. 
This needs to increase substan- 
tially,” says Mr Gabaglio. 

- Unice, the main employers’ asso- 
ciation. said in a message to 
today’s summit that it was essen- 


tial employment guidelines 
embraced labour market structural 
reform. 

But Unice could not accept 
F rench, B elgi an and Italian union 
support for statutory cuts to work- 
ing hours without loss of pay, argu- 
ing it would add to business costs, 
reduce employee adaptability and 
prevent job creation. It is also 
opposed to the | EU proposal to 
extend consultative works councils 
to all co mp anies at national level. 
■ Dutch employers have won 
union agreement on wage restraint 
for the next four years, Gordon 
Gramb to Amsterdam adds. The 
latest collective bargaining pact 
exten ds and develops an accord in 
place since 1982, recently hailed as 
the basis for the country's eco- 
nomic tumround. 

Statistics Netherlands yesterday 
said official unemploy ment to the 
three months to October was 52 
per cent of the workforce, down 
from 6.6 per cent a year earlier. 
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NEWS: EUROPE 


Serbian fervour for change fizzles out 


Collapse of opposition and discontent within 
Socialists have led to apathy and disillusionment 


A year ago Belgrade 
was a city trans- 
formed. In a ca rni v a l 

spirit that was to last for 
three months, up to half a 
million whistle-blowing pro- 
testers took to the streets in 
a mass outpouring of anger 
at the regime of President 
Slobodan Milosevic. 

The waves of change that 
had toppled the Berlin wall 
in 1989 were, it appeared, 
finally breaking on Serbia's 

shore after 52 years under 
the Communists and their 
Socialist heirs. A mood of 
hope infected all walks of 
life - surly shop-assistants 
discovered a smile and even 
riot police gave food to stu- 
dents at the barricades. 

Now all has chang ed Hie 
opposition coalition Zajedno 
(Together) disintegrated 
amid bickering over who 
should run for president. 
The sense of euphoria van- 
ished with the protests, to be 
replaced by apathy and disil- 
lusionment 

“I am very disappointed in 
the opposition,*' says Miros- 
lav Pesic, a computer pro- 
grammer who wants to for- 
get this week’s anniversary 
of the first protests. “We feel 
cheated by politicians who 


fought for their personal 
power and not the people. 
There is a kind of pessimism 
among us and we don't 
know what will happen." 

That sense of despair, says 
Aleksandar Tijanic, a former 
minister of information, is 
rooted in a Serbia he 
describes as Europe’s sickest 
society, “Serbs can be 
divided into two columns: 
one is apathetic, consisting 
of the victims of fundamen- 
tal anxiety; the other is 
extremist . . . More and more 
people are in favour of dicta- 
torship,” Mr Tijanic wrote in 
bis short-lived newspaper, 
the Citizen. 

A new form of dictatorship 
came close to reality last 
month when Vqjislav Seselj. 
leader of the ultra-national- 
ist Radical party, defeated 
the Socialist candidate in 
presidential elections after 
Mr Milosevic's term ended. 

Mr Seselj was deni ed vic- 
tory by a turnout that fell 
just short of the 50 per cent 
legal threshold. 

As a result Serbia has 
been without a president 
since July, when Mr Milos- 
evic switched his power base 
to become president of fed- 
eral Yugoslavia, now com- 


NEWS DIGEST 


Czechs agree 
bank sell-offs 


The Czech cabinet agreed yesterday to sell large stakes in 
three big state-held banks to individual foreign investors 
through tenders, in a move that will help the banks write 
off bad debts and prepare for European Union entry. 

The finan ce ministry is proposing to sell a 34 per cent 
blocking minority in Komercni h ank, central Europe's 
largest bank, and Ceska Sporitelna, the main savings 
hank. The Komercni stake is worth KE9bn (S27im) at the 
current trading price. For Ceskoslovenska Obchodni 
Banka, the former foreign trade bank, at least a 51 per 
cent stake will be sold. 

The state owns 49 per cent of Komercni, 45 per cent of 
Ceska Sporitelna and 66 per cent at CSOB. Its remaining 


shareholdings will be sold later. Hie finance ministry 
hopes to appoint advisers next month and issue tenders in 
February. Pavel Stepanek. deputy minister,. said at least 
one bank could be sold by the end of 1998. Analysts expect 
that this will be CSOB. Robert Anderson, Prague 


FRENCH PENSION FUNDS 


Commission to look at reform 


Proposed reforms of France's pension fund system will be 
announced by the government next spring, Dominique 
Strauss-Kahn, the economics, finance and industry 
minister, said yesterday. 

He said the Thomas law voted in by the previous 
centre-right administration but not yet put into practice 
would not be pursued, but that he would nominate a 
co mmiss ion of politicians to draw up new 
recommendations on the subject 

In its election campaign the Socialist party promised to 
annul the Thomas law, which would have provided tax 
breaks and legal mechanisms permitting the creation of 
top-up pension hinds for private sector employees. Similar 
systems already exist for public sector workers and the 
self-employed. Andrew Jack, Paris 


DANISH LOCAL ELECTIONS 


People’s party gains ground 


A new political party, the Danish People's party, led by a 
former hospital cleaner, Pia Kaersgaard, has scored 
almost 7 per cent of the vote in local elections alter 
conducting a strident campaign against the influx of 
refugees. 

Tuesday's county council and municipal elections are 
being analysed for pointers to Denmark's forthcoming 
parliamentary election, which is expected at any time 
between now and September. The Social Democratic party 
of the primp minister, Poul Nyrup Rasmussen, claimed a 
reasonably good result Its vote slipped to 33.1 per cent 
just 1.5 per cent less than in the 1994 parliamentary 
election. Hilary Barnes, Copenhagen 


GEORGIA 


Breakthrough over Abkhazia 


Georgia and its breakaway province of Abkhazia agreed 
yesterday to shelve deadlocked discussions on the future 
political status- of Abkhazia and to focus instead on 
practical steps towards reducing tension. 

Meeting in Geneva under United Nations auspices, the 
two sides signed a statement that reaffirms previous 
commitments not to use or threaten force against each 
other and commits them to baiting violence by armed 
groups. There have been repe a ted incidents of terrorism 
and mine -laying in Gali, an area of Abkhazia which has 
seen the voluntary return of thousands of ethnic 
Georgians driven from their homes by the civil war in 
1993. 

Yesterday's agreement also marks a breakthrough by 
establishing a bilateral “co-ordinating council", which 
will meet regularly from next month to discuss refugees, 
security and other Issues. Frances WURams, Geneva 


COMMON AGRICULTURAL POLICY 


Spanish dissent over blueprint 


Difficulties in reforming the European Union’s C ommon 
Agricultural Policy were highlighted yesterday when 
Spain refused to join the 14 other EU nations in signing a 
blueprint clearing the way tor detailed negotiations. 

Spain is concerned that some CAP flmds will be 
diverted to central and eastern European states. Its stance 
is seen by the European Commission as a negotiating 
position rather than a outright rejection of reform. But 
the Spanish refusal and Germany's hostility to the 
Commission’s proposed changes will fuel doubts that 
agreement on reform can be achieved by the end of next 
year. Michael SrdA Strasbourg 


m The European Parliament yesterday lifted the threat of 
dismissal hanging over the European C ommission . It 
approved a report noting steps by the Commission to 
tackle BSE. Earlier this year the Commission was given 
nine months to improve its record on BSE or face a 
censure motion. 


prising just Serbia and Mon- 
tenegro. 

Adding to the constitu- 
tional crisis, Serbia's parlia- 
ment failed to convene 
since elections bo September, 
when the ruling Socialist 
coalition lost its majority 
through a surge in support 
for the Radicals. There is 
little doubt that Mr Sesejj, a 
paramilitary leader during 
the wars in Bosnia and Croa- 
tia, has profited most from 
Zajedno's collapse, discon- 
tent within the Socialists 
and anger at US sanctions 

“AH these intellectual elite 
live in an intellectual ghetto 
and don’t understand the 
people and their needs," says 
a pensioner. “The only one 
who understands is Seselj. 
He was locked up in prison 
for years and knows how we 
feeL" 

Mr Milosevic’s new posi- 
tion as Yugoslav president 
holds, in theory, only figure- 
head powers but the vacuum 
in Serbia could give hi-m 
room to boost the authority 
of his new office. New Ser- 
bian presidential elections 
will be held an December 7, 
but nTM» a gain the former 
leaders of Zajedno cannot 
agree on a single candidate. 



A Serbian opposition supporter mocks a riot policeman during anti-government 
demonstrations organised by Zajedno in Belgrade earlier this year 


Vok Draskovic, an ardent 
monarchist who mnw third 
in the earlier round and 
Intends to run again, accuses 
his two former Zajedno part- 
ners of betrayal by boycott- 
ing the polls. 

Mr Seselj’s maun, rival wifi 
be Milan Milutinovic. the 
Yugoslav foreign minister, 
widely regarded as a faithf ul 
but lacklustre ally of Mr Mil- 
osevic. Few believe he will 
fare wen. 

Local commentators say 
either Mr Milosevic has done 


a secret deal with Mr Seselj, 
or he will ensure the vote is 
again invalidated by a low 
turnout, not so difficult 
given the prevailing apathy 
and the onset of winter. 

A repeat of last year’s 
mass protests appears 
unlikely, although students 
who launched those rallies 
plan to stage anti-election 
protests. Mia Tasic, who set 
a student record for dancing 
in a mini-skirt in front of 
riot police non-stop for 33 
hours, says people discov- 


ered they do possess the 
power to bring about 
change. "The conscience 
that was born a year ago 
stffl keeps us strong.” 

But while Mr Milosevic 
tries to preserve a corrupt 
regime rocked by a spate of 
assassinations, many of Bel- 
grade’s disillusioned voters 
say Serbia has to sink even 
further before it can recover 
some semblance of being a 
normal European state. 


Guy Dinmore 


Finland backs 
exclusivity in 
euro forum 


By Ton Butt in Helsinki 


Finland, an ardent advocate 
of European monetary 
union, yesterday set itself at 
odds with Sweden over a 
proposed forum for countries 
participating in the single 
currency. 

Sauli Niinisto, Finland’s 
finance minister, told the 

Financial Times that despite 
Swedish protests only coun- 
tries signing up to the euro 
would be admitted to the 
forum. 

Earlier this month Erik 
Asbrink. the Swedish 
finance minister, warned 
against diluting the influ- 
ence erf 1 the EU finance min- 
isters’ meetings. He said the 

forum must not ignore the 
Interests of countries outside 
the euro. Swedish officials 
said Mr Asbri nk ~s reserva- 
tions were shared by other 
EU members, including Den- 
mark and the UK. 

Yesterday, however, Mr 
Niinisto emphasised that the 
forum would be confined to 
the single-currency coun- 
tries, adding that others 
would not he entitled to take 
part in its informal delibera- 


tions with the European 
Central Bank. 

“[The forum] would be 
solely about the single cur- 
rency, so those outside 
should not be admitted," he 
said. He maintained that 
such an arrangement would 
neither undermine the role 
of EU finance ministers' 
meetings nor harm Finland's 
economic ties with Sweden. 

Sweden. Finland's second 
largest trading partner after 
Germany, has adopted a 
wait-and-see approach to 
Emu, leaving Finland as the 
only Nordic country plan- 
ning to participate in the 
euro’s first wave. 

The sensitive nature of 
trade relations between the 
two countries was exposed 
last week when Goran Pers- 
son. the Swedish prime min- 
ister. rebuked Ole Norrback, 
Finland's foreign trade min , 
ister. for intervening in a 
recent media deal. Mr Pers- 
son was said to have been 
irritated by the Finn’s 
attempts to win Swedish 
government backing for 
plans by Alma Media of Fin- 
land to buy a stake in a 
Stockholm-based TV station. 
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NEWS: INTERNATIONAL 


Crisis talks 
on Iraqi arms 

confrontation 


Luxor ‘masterminds in Afghanistan exile’ 


By Mark Huband fa Cairo 


By Laura Silber and Michael 
Littlejohns in New York and 
David Buchan in London 


Foreign ministers from the 
US. Russia, France and 
Britain were due to meet in 
Geneva at 2 o'clock this 
mornin g to try to break the 
deadlock with Iraq over 
United Nations arms inspec- 
tions. 

Before departing .for the 
crisis talks . Yevgeny Prima- 
kov, Russia's foreign minis- 
ter. said: “I expect a lot from 
today's meeting." indicating 
that he would bring a blue-: 
print for defusing the 22-day 
crisis. 

Madeleine Albright, US 
secretary of state, cut short 
a visit to India to fly to 
Geneva. Robin Cook, British 
foreign secretary and Hubert 
Vedrine, his French counter- 
part, were also to attend. 

The US and Britain, which 
alone have significantly bol- 
stered their farces in the 
Gulf, are debating whether 
to allow Iraq to increase oil 
sales in exchange for 
humanitarian supplies as an 
incentive for the cash- 
strapped country. 

Under the “oil-for-food" 
programme. Baghdad can 
sell $2bn of oil every six 
months, with proceeds con- 
trolled by the UN to pur- 
chase food and medicine. 

But Kofi Annan, UN secre- 
tary general, has for weeks 
been considering whether to 
recommend that Baghdad 
increase oil sales because 
proceeds from the UN pro- 
gramme fall short of Iraq's 
basic needs. 

Russia and France, which 
oppose military action, have 
made clear they want Iraq to 
know that sanctions will be 
lifted as soon as Baghdad 
complies with the UN resolu- 
tion to dismantle its weap- 
ons of mass destruction, 

Iraq says the US wants to 
keep sanctions in force until 
President Saddam Hussein is 
out of power regardless of 
whether Baghdad fulfils UN 
demands. Accusing 
Americans of dominating 


the UN disarmament pro- 
gramme (Unscom), Baghdad 
expelled six American mem- 
bers. Richard Butler, 
Unscom's Australian chair- 
man, then pulled out all 
but a skeleton staff of 
seven. 

Another element under 
consideration to end the 
impasse over the composi- 
tion of the UN arms mission 
would be to increase its : 
□umbers, which had totalled 
86. British officials said they 
might favour “levelling up" 
the numbers as a way to 
force Iraq to accept 
Americans in the teams. 

But Bill Richardson. US 
ambassador to the UN, yes- 
terday warned: “There are 
no deals regarding Unscom," 
saying technical expertise 
not Iraqi demands should 
dictate its composition. 


Two exiled leaders of the 
Egyptian Gama’a al-Islaxniya 
militant group were yester- 
day identified as the proba- 
ble masterminds of a massa- 
cre of foreign tourists in 
southern Egypt which left 70 
people dead on Monday. 

Muntassir al-Zayat. _ a 
Cairo lawyer ■■ who 'has 
defended scores, of militants 
at militar y tfieJs-.^md main- 
tains close . ties with ' the 
group, said -Ieadere 'based in 

Afghan igfan had jftanne fl thp 

attack with the group's four- 
member military leadership 
inside Egypt. 

Mr Al-Zayat said Musta- 
-pha TTamga and Ahmed Taha 


were both still in Afghan- 
istan. In an interview, he 
said the attack marked a 
shift in the organisation's 
Strategy, and confirmed a 
split within its ruling coun- 
cil. Seven jailed leaders in 
July called for a truce in the 
five-year conflict with the 
Egyptian {wivur ningnt . while 
six exiled leaders insisted an 
cOtitiotring military 
operations. 

: “Hamza " and Taha 
would .1 _be entirely respon- 
sible for the planning of this 
[attack}. These two only. 
There is a direct Hnk 
between Mustapha Hamza 

grid tHp mili tary wing of the 
Gama 'a In Egypt," Mr Al- 
Zayat said. . 


The ferocity of the Egyp- 
tian government's conflict 

with Islamist militants haq 
emerged with the Luxor 
massacre. Attacks have been 
taking place in areas of 
southern Egypt rarely vis- 
ited by foreigners. About 
2,300 people have bees lotted 
since 1992. 

The government's uncom- 
promising policy wiH be ftu> 

ther hardened now. Presi- 
dent Hosni Mubarak has 
established a committee 
headed by Habib al-Adly, the 
new interior minister, and 
Mn hammed Hussein Tan- 
tawi, the defence minister, to 
tighten security. 

But despite widespread 
condemnation of the Luxor 


killings and broad support 
far better security measures, 
underlying political issues 
are likely to be debated. 

"What we want to see is a 
debate on the project that 
the Islamists are putting for- 
ward. They do have a proj- 
ect, and it is one that people 
are willing to die for,” said 
Gasser Abdel Raaek. director 
of the Cairo-based Centre for 
Human Rights Legal Aid. 
“Meanwhile, the use of mili- 
tary trials, detention without 
trial, and -the use of torture 
in high-security prisons -are 
some of the reasons why 
thing s have got this bad." 

The government's refusal 
to countenance a dialogue 
with the Islamists stems 


largely from lessons learned 
elsewhere in the region. The 
rise of the Islamic Salvation 
Front in Algeria convinced 
governments that secular 
politics and political Islam 
could not co-exist Islamists 
throughout the region have 
since been imprisoned, tor- 
tured and executed. 

The Gama'a al-Zslamlya 
estimates 35,000 people are 
now in jail, accused of 
involvement inlslamic mili- 
tancy. Human rights groups 
put the figure at 20,000, 
while the government says it 
is less than 10.000. 

Since violence erupted in 
Egypt In 1992, 55 Islamists 
have been banged, two shot 
by firing squad and 33 others 


sentenced to death by nidi- 
tarv courts. 

"People have no real politi- 
cal participation through the 
parties, so paths are closed 
to them.” said Fahmy How- 
eidy, a political commenta- 
tor with links to the moder- 
ate Moslem Brotherhood. 
"The Gama'a al-felamiya is 
still there, even though the 
government has arrested 
and hanged so many people. 
The earth fas producing more 
of these people. More violent 
people. We should admit 
that they are there, and 
think in a different way 
about them, not just os a 
security issue. The state 
should ask itself: 'What Is 
wrong on our side?" " 


West turns blind eye to Rwanda atrocity 


Anxious to stabilise Congo, a 
UN inquiry into the massacre 
of refugees ‘will be a fudge’ 


British officials said the 
UN inspectors had overseen 
the destruction of more than 
185 variants on the Russian- 
made Scud missiles, 32 Scud 
launch pads plus 30 chemical 
warheads for Scuds. Also 
seized and destroyed were 
38537 filled and empty chem- 
ical munitions as well as 
nearly 4,000 tonnes of chemi- 
cal weapons agents or pre- 
cursors. In addition inspec- 
tors had verified the 
destruction of the Al-Hakam 
custom-built biological 
weapon complex. Other 
western officials said yester- 
day that Iraq had been stock- 
ing the lethal. anthrax germ. 

If sheltered from the pry- 
ing eyes of Unscom, Iraq 
could produce "within a mat- 
ter of months a small num- 
ber of chemical and biologi- 
cal weapons”, according to 
the UR Foreign Office. 
Whether it has missiles on 
which to put such weapons 
is less certain. 

If it still needs to make or 
import missile components, 
subsequent assembly and 
testing of these could proba- 
bly he detected even without 
Unscom, as could in all prob- 
ability any air-delivered 
nuclear weapon. 


S omething very nasty 
undoubtedly happened 
in the forests of east- 
ern Zaire earlier this year. 
But as a United Nations 
human rights mission begins 
its inquiry after seven 
months of official obstruc- 
tion. the full truth seems as 
distant as ever. 

Pragmatism and realpoli- 
tik are proving as great an 
obstacle as the hostility of 
President Laurent Kabila's 
government to publication of 
an unvarnished account of 
what happened to 230,000 
Hutu refugees whom the UN 
High Commissioner for Refu- 
gees (UNHCR) says remain 
unaccounted for. 

With each passing day, it 
is becoming clearer that 
most foreign governments 
would rather not know too 
much about the Rwandans 
run to ground by the Alli- 
ance of Democratic Forces 
for the Liberation of Congo- 
Zaire (AFDL). 

The reason is simple: a 
report blaming individual 
officers or politicians now in 
Kinshasa would be grounds 
for refusing aid to the new 
government, anxious to start 
the massive task of recan- 
structlng.the country’s shat- 
tered infrastructure. 


“I think there's going to be 
a fudge," admits a European 
diplomat “1 don't believe 
there is a deal as such, but 
there is certainly an under- 
standing.” 

After initial international 
outrage over reports of mass 
killings of Rwandan men, 
women and children, the 
donor community has woken 
up to the consequences of 
punishing a fledgling gov- 
ernment feeing a disastrous 

h rnnflnitarian and economic 

situation. 

“If we push too hard on 
this , if we walk away, what 
is going to happen to 45m 
people living in abject pov- 
erty?" asks an embassy affi- 
riaL “If we abandon Congo, 
the whole region risks 
exploding". 

Most members of the Euro- 
pean Union want to revive 
the suspended Ecu 164m 
(SL88m) aid programme ear- 
marked fix- Zaire under Pres- 
ident Mobutu Sese Sefco and 
then move on to fresh fund- 
ing. In Washington, o fficials 
are debating a major 
resumption of aid after a 
cautious $l0m donation. 
Japan is keen too. 

Against this gathering 
consensus France wages a 
solo campaign. “If donors 



Laurent Kabila with Bill Richardson earlier this yean The US envoy has promised the 
inquiry will not point a finger too closely towards the Congo president 


want to behave like cowards, 
that’s their problem,” says 
an o fficial “it could be a big 
mistake to be in a rush to 
help. Countries that do so 
will live to regret it” 

Launched in April, the UN 
mission was born with an 
gr i m inheritance: the organi- 
sation's guilty conscience 
over its failure to prevent 
the genocide of a million 
Tutsis in Rwanda in 1994. 
Such passivity must not be 
repeated, UN officials swore. 

Bat it soon emerged that 
many of the governments in 
the turbulent Great Lakes 
region regarded the UN as 
being in no position to play 
the role of moral arbiter. 

They cited the UN’s disas- 


trous withdrawal from 
Kigali as the Tutsi massa- 
cres began, the way French 
troops allowed Hutu leaders 
responsible for the genocide 
to escape and the UNHCR's 
two-year feeding of Hutu 
extremists who plotted the 
invasion of Rwanda from the 
camps of east Zaire. 

The Kabila government’s 
riiMPgriging of the justice of 
making aid to Congo condi- 
tional an an inquiry, when 
no such conditions are 
imposed on Rwanda, has 
also won sympathy abroad. 
Kigali's soldiers almost cer- 
tainly played a far greater 
role in killing civilian refu- 
gees than Congolese fighters. 

Belated international rec- 


ognition of UN heavy-hand- 
edness has been behind a 
series of concessions on the 
terms of the investigation, 
strengthening the position of 
the Kabila government, 
which says it is innocent 

But the key to the nature 
of the final report may lira 
in a phrase in the communi- 
que issued after an interven- 
tion by Bill Richardson, the 
US ambassador to the UN. 

“The team acknowledges 
the importance of under- 
standing the historical ante- 
cedents to more recent 
events,” it reads. In other 
words, blame will be cast 
widely enough to encompass 
Mr Mobutu, tile French, the 
UNHCR and neighbouring 


countries which sent troops 
into Congo, taking the spot- 
light off the AFDL. 

“The Kabila government 
was given assurances this 
would not be a finger-point- 
ing exercise.” acknowledges 
a source close to the UN. 

Such an outcome will not 
go down well with France, 
whose hostility to the AFDL 
and nostalgia [or Mr Mobutu 
has not feded despite a new 
government in Paris. 

Hence two radically differ- 
ent interpretations of an EU 
statement making aid condi- 
tional on progress on democ- 
racy. human rights and 
co-operation with the UN 
mission. France believes this 
means aid can only start 
once the government has 
completely proved itself. But 
other EU members see the 
statement as allowing aid to 
start immediately, to be 
Increased or diminished in 
parallel with government 
achievements. 

But France is expected to 
advise extreme caution at a 
fund-raising meeting being 
hosted by the World Bank in 
Brussels on December 3. 

Paris, EU officials say, 
wanted the meeting post- 
poned and is bound to raise 
the issue of the UN mission. 
But preoccupied with the 
stability of central Africa, 
the rest of the world no lon- 
ger seems to want to hear. 


Michela Wrong 
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BARCLAYS CAPITAL? 


Two things really. The first is Barclays with its 
outstanding reputation, its AA credit rating and its 
long experience in international financial markets. 

The second is capital. The access we have to a 
balance sheet of over $350 billion gives us the 
financial muscle to support our clients in many 
different ways. 

But the real leverage lies in combining the two. 
Barclays Capital is focused on integrating the full 
array of debt, lending and risk management products 
to provide innovative solutions for our dients.This is • 
what makes us different and represents an altogether 
new approach to investment banking. 

Still international and still very much in the 
business of providing financing advice. But through a 
greater concentration on debt and risk management 
products, we can better understand what our clients 
need and so provide them with an even better service. 

After all, that is what’s behind Barclays Capital. 
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NEWS: ASIA-PACIFIC 


Measures go some way to meeting conditions IMF would impose for a bail-out 

Package will help open Seoul market 


S outh Korea's package 
of financial reforms, 

announced yesterday. 

speeds up what has been 
Seoul's rather leisurely pace 
in liberalising its creaky 
financial system. 

The measures, including 
opening the debt market to 
foreign investors, more liber- 
alisation of the exchange 
rate system, and efforts to 
promote bank mergers, go 
some way to meeting condi- 
tions the International Mon- 
etary Fund may impose if it 
conducts a bail-out 
But analysts are uncon- 
vinced the measures will 
relieve the credit crunch 
that has caused big corpo- 
rate bankruptcies and credit 
rating downgrades for 
banks. The Korean currency, 
the won. has been falling 
sharply recently as domestic 
companies hoard dollars in 
expectation of higher over- 
seas borrowing costs. 

The biggest concession to 
foreign investors is Korea's 
decision to open the market 
for guaranteed bonds with 
“maturities over three 
years”, though it is unclear 
whether this includes three- 
year bonds, which most Kor- 
ean companies rely on for 
financing. 

Korea has long resisted 
demands to open the $210bn 
debt market. Asia's second 
biggest, because of fears a 
foreign fund influx would 
stoke inflation and make the 
currency appreciate. 

When South Korea joined 
the Organisation for Eco- 
nomic Co-operation and 
Development last year, it 
promised to open the bond 
market fully when the gap 
between domestic and inter- 
national interest rates fell to 
2 percentage points from the 
current 7 percentage points. 

Foreign investment in the 
debt market is now 
restricted to non -guaranteed 
bonds. The rising risk of cor- 
porate defaults has limited 
overseas investment in the 
bond market to only $150m. 

The government's decision 
to liberalise the exchange 
rate by widening the daily 
trading band for the won 
from 5L25 to 10 per cent also 
carries the risk of future cor- 
porate defaults. Traders 


expect the won to fall 
sharply in coming weeks, 
increasing interest costs On 
overseas corporate debt. 

A continued fall in the 
won could also trigger com- 
petitive devaluations in the 
currencies of Japan and 
Taiwan, putting further 
pressure on the won. 

The government’s mea- 

Korean borrowers groaning 
under heavy burdens of 
short-term debt would face 
“pretty horrendous” 
problems convincing 
investors to buy their hoods, 
analysts said yesterday. 

Although the relatively 
high yields were likely to 
attract some foreign 
investors, said Derek 
Wilson, north Asia markets 
director tor ING Barings in 
London, “1 don't expect a 
huge rush because investors 
still see quite a risk in 
Korean bonds that is not 
compensated by the yield, 
given the country’s 
economic problems." 

Other analysts said 
short-term bond issues 
would not attract any 
interest because of the 
perception that Korea's 
problems were likely to be 
most severe over the next 
two years. 

Those that stood the best 
chan ce of successfully 
launching issues were the 
chaebol and quasi-sovereign 
issuers. “It is going to be 
very difficult for every 
Korean borrower, but if any 
are do-able it’s them,” said 
one bond syndicate official. 

sures to ball out troubled 
backs and promote mergers 
among them is meant to 
encourage foreign banks to 
increase lending and ease 
fears of a foreign currency 
shortage that would lead to 
a rebound in the won. 

The government will 
increase capitalisation of a 
state-run bail-out fund to 
WonlO.OOObn (JlObn) from 
Won3,500bn to take over 
non-performing bank loans, 
estimated at Wan2&500hn at 
the end of September. It 
hopes to write off half of all 
bad loans by the mid of 1997, 
and eliminate th*» rest within 
one or two years. 


But analysts are uncertain 
whether the government will 
succeed In raising money for 
the bail-out hind, given the 
capital shortage. The govern- 
ment plans to raise half the 
fund through a bond issue 
and Won500bn through con- 
tributions from financial 
institutions. Another 
Won2£00bn will be finan ced 
by the budget. with 
Won2L000bn coming from the 
central bank. 

One way to relieve the 
liquidity squeeze is a plan to 
increase foreign borrowing 
through state-run corpora- 
tions. The government Is 
also considering issuing 
state bonds overseas, while 
seeking “strong co-opera- 
tion” from the US and Japa- 
nese central banks. Finance 
ministry officials suggest 
they would like to swap 
national bonds far as much 
as $30bn In US treasury 
bonds held by Japan. 

Lawrence Summers, dep- 
uty US treasury secretary, 
cast doubt on any direct US 
aid by telling the Financial 
Times the US believed finan- 
cial support to countries 
with troubled economies 
should be provided in the 
context of IMF support 

Moreover, the government 
may have problems achiev- 
ing a large amount of over- 
seas funds because of recent 
downgrades in Korea's sov- 
ereign rating by several 
credit agencies. Bank credit 
ratings are expected to 
remain clouded, since 
restructuring financial insti- 
tutions is expected to take 
time. Instead of forcibly 
merging or closing insolvent 
banks, the government will 
use a softer approach. 

It will classify finan cial 
institutions into three cate- 
gories by the first half of 
1998 to separate the healthy 
ones from those that should 
be closed or merged, and 
those needing capital 
increases. To encourage 
hank mergers, the capital for 
a nascent deposit insurance 
agency win be increased to 
Wonfl,400hn from Wan900bn, 
providing seed money to 
compensate healthy banks 
taking over ailing ones. 

. John Burton 
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Lim called in to find a rescue package 


It was a beetle day for Lhn Chang-yeuL He 
woke up as Sooth Korea's trade and indus- 
try minister. By mid-morning, he was the 
nation’s new finance minister. And in the 
afternoon, he announced a fin an rial re f o rm 
package regarded as a last-ditch effort to 
avoid seeking a rescue by the International 
Monetary Fund. 

The punishing schedule tested to the full 
Mr Urn's skills as a government bureaucrat 
with nearly 30 years' experience. 

He may yet have to call on his back- 
ground as a former IMF official if his 
rushed a tte m pt to soothe foreign bankers 
and investors fails. 

Analysts were already speculating yester- 
day that the selection of Mr Lim, who was 
an IMF alternate executive director in the 
late 198%, might be a sign that the Seoul 
government was preparing to seek IMF bail- 
out loans. “I think it’s more than just a 
coincidence,” said Peter Thorne, a W.I. Carr 
executive in Hong Kong. 

Mr Lim, S3, did little to damp that specu- 
lation when he became the first senior offi- 
cial to suggest that Korea might find it 
necessary to approach the IMF, although he 
quickly added that he was confident Seoul 
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could solve its problems with help from the 
central banks in the US and Japan. 

Requesting an IMF bail-out would be 
regarded as a bureaucratic betrayal by his 
colleagues at the finance ministry, where 
Mr Urn has spent most of his career. He did 
a stint as vice-minister there before being 
appointed as trade and industry minister 
last March. 

The IMF might be expected to impose 
conditions that would strip the finance min- 
istry of Its jealously guarded powers. 
Indeed, Mr i.im yesterday expressed con- 
cerns about the loss of Korea’s economic 
sovereignty if the IMF intervened. 

His sudden appointment as finance minis- 
ter also reflects how Korea's bureaucracy is 
governed by the whims of politics. He is the 
eighth finance minister to serve under Kim 
Toung-sam, the Korean president since 
1993, who routinely sacks ministers when- 
ever economic problems occur. 

This has led to an inconsistent economic 
policy that has helped provoke the coun- 
try’s current woes. Mr Lhn at least .knows 
that he will not be in the hot seat for long 
since Mr Kim’s administration ends In Feb- 
ruary next year. 


By Peter Montagnon, 

Asia Editor, In London 
and Justin Marozzi In Manila 

Top Aslan and US finance 
ministry officials yesterday 
laid to rest the controversial 
idea of a special rescue fund 
to Tvflp Asian countries toe- 
ing currency and payments 
difficulties and gave centre 
stage to the International 
Monetary Fund In co-ordina- 
ting assistance. 

Meeting in Manila, they 
agreed to ask the IMF to con- 
sider creating a new facility 
that would allow countries 
in, trouble to raise larger 
amounts of cash for shorter 
periods than has been the 
case. 

The meeting had been 
called to discuss a proposal, 
hacked by Malaysian and 
Japanese officials, for a spe- 
cial regional fund separate 
from the IMF. This had wor- 
ried the US and several 
other countries because of 
fears that it might be used to 
bypass IMF conditions. 

Officials said their discus- 
sion would set the tone far 
discussions about Asia's cur- 
rency and economic crisis at 
the forthcoming summit of 
the Asia-Pacific Economic 
Co-operation (Apec) forum in 
Vancouver. Apec leaders 
were expected to endorse the 
broad outcome of the Manila 
meeting. 

Lawrence Summers, dep- 
uty US treasury secretary, 
stressed the IMF would con- 
tinue to play “a very central 
role” In dealing with pay- 
ments problems. Moreover 
he said he was encouraged 
by the general recognition 
by his Asian counterparts of 
the need for open capital 
markets and for a welcoming 
attitude to foreign invest- 
ment. - 

The meeting also recom- 
mended the creation of an 
enhanced regional surveil- 
lance mechanism which 
would have “political bite” 
and help preven t new crises 
developing, he said. 

It railed for Intensified 
technical co-operation 
In the area of banking 
and flnanMai market devel- 


opment and the establish- 
ment of co-operative financ- 
ing arrangements for 

countries in difficulty which 
had agreed an IMF pro- 
gramme. 

The model for these 
arrangements would be the 
recent S38bn package for 
Indonesia which was backed 
by an IMF adjustment pack- 
age. 

“We are building upon the 
Indonesian model and expe- 
rience." said Stanley 
Fischer, first deputy manag- 
ing director of the IMF. Mr 
Summers said that, if it were 
created, the new IMF facility 
would carry interest at rates 
close to the market and be 
available to all member 
countries in case of need, 
provided they agreed 
an IMF adjustment pro- 
gramme. 

Such a facility would be 
better suited to dealing with 

Fund retains 
‘very central 
role’ in dealing 
with payment 
problems 
- Summers 


present-day payments crises 
which focused more often on 
the capital account than old- 
style problems In the current 
account, he said 

It would be financed 
from the IMF’s existing 
resources, be said, but gave 
no indication of its likely 
size. 

Eisuke Sakaklbara, 
Japan's vice-finance minister 
for international affairs, said 
the final outcome of the dis- 
cussions was “in essence 
consistent with our original 
ideas” even if there were 
some differences. 

Clifford Herbert, Malay- 
sia’s top treasury official, 
also expressed satisfaction 
with the meeting, saying 
Malaysia “felt the IMF had a 
role to play in helping 
restore stability to the 
region”. 
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Beijing backs 
big companies 

China is to support development of six large enterprises 
in an effort to foster national champions that may join 
the world’s top 500 companies by 2010. Beijing plans to 
provide financial support to speed the technological 
development of chosen companies going against the 
loss-making trend In China’s state sector and successful 
in tiie face of foreign competition in the hmne market 
Li Rongrong, vice-director of the State Economic and 
Trade Commissi on. said the government this year wn nlrf 
start investing at least Yn2Qm (£L4m) annually in the 
companies, an article in the Shanghai Securities News 
said. The companies are: Qingdao Haier (consumer 
appliances); Baosban Iron and Steel (Baogang); Sichuan 
Chan ghon g Electric (colour televisions); North Chfry> 
Pharmaceutical, in the northern province of Hubei; 
Founder Group (software); and Jiangnan Shipyard. 
S han g h a i . James Harding, BeffinO 

■ HONG KONG REAL ESTATE 

Auction prices lift market 

A Hong Kong government land auction yesterday brought 
higher than expected prices for two residential sites, 
sparking: optimism in the sector. The auction lifted the 
stock mar k et , but analysts struck a cautious note. “These 
are small sites, both bought by the samp company,” said 
the managing director of one property consultancy. 

AiU90sq m plot an. the south side of Hong Kong Island 
fetched HKggrim (USy2£L5m}> against predictions of 
HK$15Qm-HKJ190m; a 693sq m plot on Kowloon Peninsula 
fetched HK*276m. against forecasts of up to HKJ23Qm. - 
After Increasing try about 40 per cent in the year to • 
Sqrtember, prices have feUen under pressure from hi g w 
interest rates. Analysts predict residential prices will toll 
15-30 per emit In the next year. The downturn was 
reflected this week in the announcement by . 

KQug, one of the territory's biggest developers, that it ‘ 
would price its new luxury flats below analysts’ 
predictions. John Ridding, Hong Kang 

m FLOOD THREATS GROW 

Indonesia fires doused 

O verdu e rains started dousing fires in Indonesia 
yesterday, clearing the haze and tnyrfiig 'w haoWh throat 
but bringing floods. All Indonesia’s airports were open 

yesterday for the first time to months, Bapedal. the state 

environmental monitoring agency, said. 

Heavy rains have fafienion theialariiisrif Kmwttra. 
Borneo and Irian Jaya, where thousands of hectares of 
peat bog and forest have been smouldering gtm-n July 
Sev^tog fires were amfnpied; bat much of the fire raged 


rice harvest may. fail this winter. The calamity of fire has 
been replaced by flooding; pbfcfa has destroyed homes to 
the larger islands, including Sumatra. Parts of Jakarta • 
were flooded yesterday. Sanderftuxnes. Jakarta 

m-ppoaixmoHrxyNmjm . 

Growth falters, in India 




of an economic upturn, with latest figures showing output 
-feltering'to Aagnstto L7 per cent growth against August 
last year. The Central Statistical Organisation said output 
so far this fiscal year had shown average growth of 4.7 per 
cent, against an 1L2 per cent rise for Aprfl-Atigust last 
year. , Mark Nicholson, New Delhi 
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Or GarardTtokorandPaittJ 
Wridmair fn Washington 


■The US Justice Departua m t 
will today present its legal 
case against Microsoft in 
what the department's chief 
anti-trust official said- was a 
critical test of modern 
: monopoly regulation; 

Joel Klein,' the head 
ofr the department's anti- 
trust division, said In an 
interview that the case 
- against the computer soft- 
ware company would test 
important principles of anti- 
trust enforcement in rapidly 
innovating high-technology 
markets. 

■ The d e par t m ent is locked 

■ to a legal battle with Micro- 
soft over charges that the 

■ company is abusing its 
monopoly position in the 
operating systems market to 
force personal computer • 
manufacturers to distribute 

"its ‘internet browser soft- 
■ware. 

-The department -has asked 
a fedgral'judge to find Micro- 
soft in contempt of a 1995 
consent decree that required 
the company to change the 
terms oh which it supplies 


software to personal edm- 

puttrmanttf&cturers. 

“This fecthe whd of indus- 
try that really present? a 
hew set of anti-trafit prob- 
lems," Mr Klein said, argn- 
ihg that : high-technology 
industries: might be particu- 
larly prone to violating anti- 
trust rules -because, a com- 
pany wtffi' monopoSy power 
in onemarket could exploit 
its posttion to achieve shnl- 
far power in other, related 
markets. v-. 

Thus Microsoft might use 
Its operating systems 
monppdly as a "gateway" to 
dominance of the browser 
market, nrtfeh-ly rest ri cti n g, 
competition by compelling 
PC manufacturers to distrib- 
ute its Internet 7 software: 
"The concern is the use of 
monopoly power In -second 
and third- markets,- where 
you don't simply get a slight 
competitive advantage, it 
may actually tip markets,” 
he said. 

"There are seme industries 
you ean characterise as a 100 
yard dash,'” he ptM, offaring . 
as an example- the battle 
between VHS and the Beta 
format for -video recorders. 


"What we're tooktag at now 


and whether somebody is 
going to have a head start in 
the second and thtaL” 

Mr Klein made clear 
that the department would 
vigorously pursue its 
battle over the Microsoft: 
browser. 

Today's -filing of legal 
papers wfll respctod to Micro- 
soft's defence of its practices. 

-The «wpipgr?y hnm dmUSDged 
the Justice Department’s 
complaint that it is illegally 
bundling two of its products 
together, arguing that It is 
allowed under the consent 
decree to add internet- 
related, features to the Win- 
dows operating system. 

Microsoft has character- 
ised the case as a “contract 
dispute” in which the Jus- 
tice Department is reinter- 
preting the terms of the 1996 
anti- tr ust settlement. 

Mr Klein confirmed the 
continuing possibility that 
.the department .would also 
-malcft r^Vior charges of arrfj- 
competitive practices against 
the s oftw are company* but 
said its current wide-ranging 
investigation had yet to 


yield, conclusions. 

Bat he also Ml open tie 
Chance-" that it might not 

^«^tfl^1ang a Microsoft OVCT the 

browser issue when it 
launches its Windows 98 sys- 
tem. The company says the 
browser software will be 
fully integrated. 

; "Some of these practices 
might not have a Teal anti- 
competitive effect," Mr Klein 
said, noting that efficiencies 
might result from integra- 
tion and so assuage regula- 
tors’ anti-trust concerns. 

This would mean accept- 
ing Microsoft’s own case for 
combining the two products. 
“But these are not questions 
that have a self-evident 
answer. You need to do the. 
analysis and ' think it 
through," he said. 

Mr Klein stressed the 
Increasing need fin: interna- 
tional co-operation on anti- 
trust issues, adding that he 
would soon appoint a federal 
advisory committee to study 
the issue. -. 

But he opposed any pro- 
posal to resolve disputes 
between, competition author- 
ities within the World Trade 
Organisation, stressing that 



NEWS DIGEST 


Travel warning 
to Americans 


The US State Department yesterday advised American s in 
all parts of the world “to exercise greater than usual 
caution" because of a growing threat of anti-US violence. 

The security of US citizens, business operations and 
military installations overseas could be affected by 
several recent developments, including convictions in the 
murder of CIA employees and the World Trade Centre 

bombing, the department said. “We cannot discount the 

possibility of random acts of anti- American violence, such 
as drive-by shootings, kidnappings or bombings," it said. 

Americans travelling abroad were urged to keep in 
touch with US embassies or consulates In the country 
they were visiting. The department said: “We know of 
specific threats to US citizens or Interests overseas.” 

The department did not advise Americans to avoid 
travel Contributing to the unease was this week’s 
massacre of 60 tourists - none of them American - in 
Luxor, Egypt. AP. Washington 

Luxor 'masterminds in Afghan exile’. Page 4 


CHILE PRIVATISATION 


Utilities, ports to be sold 


Joel Klein: ‘A new set tf anti-tnzst problems’ 


jurisdictional disputes were ive relationship” with EU 
rare- co m pet i tion authorities. 

The US had a “mature. New game of monopoly, 
bilateral, mutually s u p p ort- Page 15 


Stability boosts insurance industry growth 

Good times are here for a previously small market as big groups begin investing, reports Stephen Fidler 


The privatisation of 13 water utilities and 10 ports should 
begin in Chile early next year, after legislation permitting 
the sale was approved by Congress. 

The new law for the water boards will allow the state to 
sell up to €S per cent of each company, or raise private 
participation through capital increases. 

Approval of this law is a success far the government, 
which has had to deal with suspicion and doubts among 
its own ranks. 

The privatisation of the electricity companies during 
the mid-1980s, under the military dictatorship, is widely 
regarded by go vernm ent supporters as having enriched 
and empowered a small group of former government 
functionaries. Imogen Mark, Santiago 


‘HYBRID’ CAR 


Rosen Motors to dose 


T a tin America Is fast 
. 1 losing its reputation 

■ J as a backwater of- 
worid insurance;' as interna- 
tional companies become big * 
investors in the region. 

‘-Last week atone; Royal & 
Sun Alliance of Britain 
announced an agreement to 
buy a 40 per cent stake in 
the- -Chilean life company, 
Seguros de Vida' La Con- 
strucckm, for £75m (fl28m). 
Meanwhile, Newbridge Latin 
America, & prorider of pri- 
vate equity capital, bought 
four Argentine insurance 
companies. 

to- Brazil; which accounts 
for '45 percent of- the 
regional market, 13 interna- 
ttanal ; companies, including 
AIG, Cigna, Aetna, liberty 
Mutual and ITT Hartford, 
announced new insurance 


ventures in the first half of 
the year.. 

These companies are bet- 
tings rapid expansion -of the 
insurance business will fol- 
low the region's greater eco- 
nomic stability during the 
1990s. They will need 
growth, because with an 
fltmnai premium inc ome of 
less than $35bh, Tjrtin Amer- 
ica is still a small market in 
global terms. 

“Very few people in Latin 
America save , money, 
because the last thing- poor 
people will buy is Insurance. 
But sow the'idednomies are 
more- stable and growing, 
and new legislation is allow- 
ing new things to happen: 
third-party aiitdmbbfle insur- 
ance, pensions, life' and- 
health insunmee," says Raf- 
ael Saar of Btalksainerica, a 


- reinsurance company with a 
new base in Mfaitii to hanrite 
Latin American business. 

1 Insurance premiums 
account for under 3 per emit 
of Latin American GDP, 
against nearly 6 per cent in 
the US. As the economies 
grow, investors are expect- 
ing their insurance markets 
to grow even fester, to a par- 
allel with Latin America’s 
home-grown banks, many 
domestic insurance compa- 
nies in the region are short 
of capital and unable to meet 
the requirements erf a grow- 
ing market 

Kathleen Smith of Guy 
Carpenter, the reinsurance 
arm of Marsh & McLennan, 
says 10 Latin countries 
reformed their insurance 
laws between 1969 and 1996. 
to almost all the region, for- 


eign companies may own 100 
per cent of insurance compa- 
nies. 

“Policymakers in Latin 
America realise strong insur- 
ance markets play a key role 
tjx s av i n gs and help assure 
the reforms of the 1990s 
become permanent," she 
says. 

to 1980, Chile ended its 
reinsurance monopoly, fol- 
lowed in 1989 by Argentina 
and others. In BrazO, Con- 
gress voted last year to end 
its reinsurance monopoly, 
the XRB, where rates are esti- 
mated at 30 per cart or more 
higher than in the open mar- 
ket. But the XRB retains its 
monopoly position until new 
rules are set np. 

C3nle has led the- way in 
privatising its social security 
system, a move followed in 


Argentina, Colombia, 
Mexico, Peru, Bolivia and 
Uruguay, which has opened 
up an important new area 
far insurance companies. A 
more important role for pri- 
vate health and tmeanploy- 
ment insurance is also envis- 
aged in countries such as 
Venezuela. 

This ami other factors are 
expected to change the 
shape of the insurance mar- 
ket over time. The insurance 
markets through much of 
the region - except for 
Argentina a-nfl B razil — are 
dominated by property 
insurance relating to catas- 
trophes such as earthquakes 
and hurricanes. 

Other facets of the busi- 
ness - such as life assurance 
- are widely predicted to 
grow. “The life market in 


Latin America is under-de- 
veloped. The only country 
with a developed life market 
where life premiums exceed 
50 per cent of the total mar- 
ket is Chile,” says Mr Saer of 
Folksamerica. 

The Chubb Group, which 
has been baying domestic 
insurance ranipflnfftg ia the 
region, is interested in 
expanding its accident and 
Me business in Latin Amer- 
ica, according to Gary Petro- 
sjtno. its Miami-based manag- 
ing director. 

As foreign direct invest- 
ment flows to the region, 

fn tamatinrmT Tncnranrg com- 
panies have also been follow- 
ing multinational clients. 
Foreign investment is one 
factor helping to increase 
rinmimd for corporate liabil- 
ity insurance in the region. 


Ben Rosen, chairman of the Compaq computer group, is 
closing down Rosen Motors, the company he set up five 
years ago to develop a revolutionary “hybrid” car engine 
and drive system for cars. 

His derision marks the apparent end of a project which 
had attracted a great deal of attention from North 
America’s Tnediw. The project had, it seemed, held out the 
prospect of a car capable erf very high performance while 
w tin being able to meet stringent vehicle exhaust 
emissions legislation to be introduced in California and 
seme other states next year. John Griffiths, London 


AMERICA ONUNE 


10m users - then crash 


A day after America Online trumpeted its growth to 10m 
subscribers worldwide, the online services industry leader 
suffered a serious breakdown in its electronic mail 
service. 

The failure, which lasted mare than five hours, stopped 
subscribers from sending electronic mail via the internet 
Users were also unable to read their incoming mail for 
part of this time. Louise Kehoe, San Francisco 
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Making more of your capital doesn't necessarily mean 






taking more of a risk. As an issuer backed by the Federal 






Republic of Germany, KfW offers private and institutional 


investors AAA/Aaa security in a number of interesting 


capital market products. With attractive yields and high 


liquidity. Let us show you our safe and sound paths to a 


rewarding investment Kreditanstalt fur Wiederaufbau. 




The Ways and the Means. 


ft g fl tansa ft fllr Wtateaufteu, WmenflartaStUBse 5-9. 60325 Frankfurt am Main. Germany. Tri. ++49/69/74 31-2222, 
Fax ++49/69/7431-21 93, Internet’ httpV/wwmJtfwde 
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Success driven by specialty chemicals found, for instance, 

In coatings and printing inks - market launch on January 1 r 1998 
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Success built on surfactants for detergents and many 
other products - market launch on January 1 , 1 998 
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Major global supplier of praUqf' 
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¥ Stockhausen 


The world's leading producer of superabsorbents, 
a basic building block of products such as diapers - 
successful track record on the market since December 1, 1912 


The4HuJs family today, extends a warm hello to our new members ! 

On January 1 , 1 998, Huls AG will become a strategic chemical hold- 
ing company, reshaped and focused to become a powerful, agile 
competitor in the global marketplace. Then, seven new operating * 
companies will join our five existing subsidiaries. The new structure 
will give us greater flexibility to respond faster and more efficiently 
to client needs. Our five existing operations have long been top 
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S Korea outlines plans 
to avoid IMF bail-out 


By John Burton in Seoul 

South Korea yesterday 
launched a package of finan- 
cial reforms in a last-ditch 
effort to ease a severe credit 
crunch and avoid seeking a 
bail-out from the International 
Monetary Fund. 

The measures, which include 
opening the bond market to 
foreign investors, easing 
exchange rate limi ts and pro- 
moting bank mergers, were 
announced by Lim Chang-yuel 
just hours after he was 
appointed as finance minister 
following the sacking of his 
predecessor. 

Mr Lim also said Seoul 
would seek financial support 
from the US and Japanese gov- 
ernments as an alternative to 
an IMF rescue package. 

He expressed hope that the 
stabilisation package would 
persuade foreign banks to roll 
over short-term loans and help 
Korea avoid a liquidity crisis 
that could lead to the collapse 
of debt-laden banks and con- 


By Wolfgang Mfincftau 
hi London 

Senior central bankers 
disagree over whether to 
include gold as part of the 
reserves of the future Euro- 
pean Central Rank 

Some German central bank- 
ers have said privately that 
the ECB should not hold gold 
as part of its reserve basket 
because the precious metal is 
an inconvenient store of value. 
But central bankers in France 
insist it should be part of the 
reserves because It would 
strengthen public confidence 
in the euro. 

The disagreement could 
erupt by the middle of next 
year when the ECB is due to 
vote on its reserve policy. 

The different views mark the 
latest in a long series of 
dashes about the ECB’s opera- 
tional and institutional set-op. 
France recently upset its EU 


Continued from Page 1 


the president to remove him 
from the post of first deputy 
prime minister." The Duma 
backed his stance, overwhelm- 
ingly supporting a non -binding 
resolution that calls on the 
president to sack Mr Chubais 
from all of his government 
jobs. 

Emboldened by the Chubais 
controversy, the legislature 
yesterday rejected the tax 
code, an ova-baul of the tax 
system which the government 
has said is crucial to kick-start 
Russia's economy. 


giom erates. Foreign bank lend- 
ing accounts for 60 per cent of 
Korea's foreign debt of SllObn. 
The country’s Foreign currency 
reserves were $30.5bn last 
month. 

"Our stabilisation measures 
appear to have come a little 
late, bat the steps will be quite 
helpful in restoring our finan- 
cial credibility,'' Mr Lim said. 

Most analysts, however, 
expect the measures wUI only 
delay a Korean request for IMF 
assistance until after the 
nation's presidential election 
on December 18. 

The Korean developments 
hit currencies across Asia, 
souring the mood in regional 
shar e markets. The Singapore 
dollar fell to a 43-month low, 
the Taiwan dollar slumped 
more than 3 per cent, and the 
offshore Thai baht fell more 
than 2 per cent. 

Mr Lim conceded Korea 
might be farced to go to the 
IMF. although he expressed 
confidence that co-operation 
with the US and Japan could 


Clande Trichet, governor of 
the Bank of France, to become 
the first ECB president 

Uncertainty about the ECB's 
future reserve policy has con- 
tributed to tiie recent decline 
in the price of gold. Rumours 
that the ECB may hold no gold 
and suggestions that national 
governments could then revert 
to large-scale gold sales fed 
market pessimism. 

One central banker, who is 
Opposed to gold reserves, said: 
"If you have the opportunity to 
start with a greenfield central 
bank, why opt for gold? It 
earns no interest and it costs 
money to store." 

EU monetary officials 
believe a likely compromise 
could involve the inclusion of 
gold into the reserve system, 
but on a small scale. This 
would leave large amounts of 
reserve gold outside the Euro- 
pean central banking system. 

But central bankers on both 
sides of the argument agree 


Observers speculated that 
the Kremlin might offer to 
sack Mr Chubais altogether if 
the Duma were to agree to res- 
urrect the tax code and pass 
the budget tomorrow. 

The top candidate to replace 
Mr Chubais at the Ministry of 
Finance is Mikhail Zadornov, a 
respected economist and com- 
mitted reformer who heads the 
parliamentary commission on 
the budget. Parliamentary 
sources said Mr Zadornov had 
already been offered the job. 
But Grigory Yavlinsky, head 
of the Yabloko faction to 
which Mr Zadornov belongs. 


solve the problem. "Helping 
out Korea will be the right 
thing to do even for their own 

national interest." he «end - 
since the problems in the 
world's llth largest economy 
could spread to them. 

But Lawrence Summers, the 
deputy US Treasury secretary, 
said the US generally did not 
give support to troubled econo- 
mies other rtmn in the 
of IMF support. 

"There 2s no question South 
Korea faces serious financial 
strains,” Mr Summers said. 
"What will be crucial ... is to 
address those strains in as 
effective and decisive a way as 
possible.” 

An economic slowdown has 
caused a string of bankrupt- 
cies among Korean conglomer- 
ates unable to service their 
large debts. This has led to 
credit downgrades for banks. 


Seoul market package. Page 6; 
Editorial Comment, Page 15; 
See Lex: Currencies, Page IT, 
Weald stocks. Page 38 


that the Issue is unlikely to 
precipitate further gold sales 
by governments. 

Helmut Row, Genuan chan- 
cellor. who faces elections next 
autumn, may lobby in favour 
of gold reserves to establish 
flnttfidewng in the euro. 

However, according to the 
ElTs Maastricht treaty, the 
decision will not be taken by 
politicians, but by the govern- 
ing board of the ECS. The vote 
will be weighted according to 
each country’s shareholding in 
the ECB. If 11 countries partic- 
ipate is economic and mone- 
tary union, Germany’s vote 
will account for 2&9 per cent, 
followed by France with 2L8 
per cent 

A senior European monetary 
official said this week the cur- 
rent price of gold reflected an 
assumption that the ECB 
would hold about 10 per cent 
of its reserves in gold. 


Commodities, Page 28 


said his party members would 
refuse to serve under Mr 
Chubais. 

The Kremlin yesterday sig- 
nalled that Mr Chubais was on 
the verge of being pushed out 
of the finance ministry when a 
presidential spokesman said 
that Mr Yeltsin had approved 
a proposal that deputy prime 
ministers chnnld not combine 
their posts with ministerial 
positions. 

In an effort to reassure west- 
ern investors, Mr Chernomyr- 
din insisted the recent purge of 
Chubais loyalists would not 
alter government policy. 


Brazil 
plans to 
speed up 
economic 
reforms 

By Geoff Dyer in BrasSa 

The Brazilian government 
intends to launch a new round 
of economic reforms early 
next year in response to 
recent turmoil in interna- 
tional financial mark e ts . 

The measures wHl include 
proposals to reform the social 
security system, changes to 
labour legislation and a revi- 
sion of the tax sys te m, said 

Pedro Maliwi, flnap w mink . 

ter. The ideas have been under 
discussion for several months 
but are to be given priority in 
the new year. 

"We see no need to change 
our basic course Qn response 
to the market upheaval], but 
what we do need to do is to 
accelerate the process of 
reform," Mr m*i«h mH in an 
interview. The Asian enrrency 
crisis has cr e a ted the biggest 
challenge yet to Brazil's t h re e 
year-old reform plan, which 
has brought inflation under 
control, but which has not 
resolved large budget and CUT* 
rent account deficits. 

In order to defend its cur- 
rency, which most ecumenis ts 
believe is overvalued, the gov- 
ernment has doubled I n terest 
rates and introduced a B$20fan 
(USSISbu) package of budget 
cats and tax increases. 

The government is under 
pressure to take farther action 
1 on the fiscal deficit, which is 
considered by economists to 
be the cause of BnotiFs vulner- 
ability and which could rise 
next year because of higher 
interest payments. 

"The intenm i io»gi environ- 
ment Is bound to be less 
fa voura b le next year than it' 
has been," said Mr Malan. 
“We have to increase domestic 
savings to finance our eco- 
nomic development and the 
best way to do that Is to 
reduce public sector deficit." 
Reforms to the social security 
system and labour legislation 
would be published early next 
year. A revised tax reform 
proposal was recently released 

by the ffwaww minis try. 

Political analysts warned 
that tiie new wave of informs 
could face strong opposition, 
especially during an election 
year. Nearly three yean after 
it was first introduced, the 
g ov ernmen t is still trying to 
approve the first round of its 
social security reform plans. 

Mr Malan dented rumours 
that the government was 
negotiating a loan from tiie 
International Monetary Fund. 
“The measures we have taken 
are what we think the Brazil- 
ian government’s response 
should be, not because they 
e m erged in discussions with 
an outside international 
organisation,” he said. How- 
ever, he added: "If and when 
we think the time is proper, 
we would have no problem in 
approaching tiie IMF." 


Bankers disagree on gold’s 
role in future European bank 


partners by nominating Jean- 

Chubais faces losing finance ministry 
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Europe today 

Scandinavia w3J be mostly dry with 
sunny speSs. The Low Countries, 
Germany. Austria. Switzerland, and 
France wffl be generally cloudy with 
rain in maiy parts. 

Spain and Portugal wffl be unsettled 
with showery outbreaks at rain. 
Some of tfte rain wiff he heavy with 
the risk erf thunder. The Balearic 
Islands wffl be dry with plenty of 
sunshine, but the remainder of the 
Mediterranean wffl be showery. The 
showers wffl be prolonged and 
heavy in southern Italy and parts of 
Greece. Cloud and some rain or 
snow wffl affect Ukraine and the 
Baltic states. Farther north, it wffl be 
dry and cold. 

Fh r o d a y f or ec as t 

Western and c ent r a l Europe wffl 
become colder, with a mixture of 
sunshine and showers. Thera will be 
rain by the start of next week. 
Eastern Europe wffl remain cold with 
spells of snow and rain. The 

Medi te rra ne an win be unsettled with 
showers in many parts, some heavy 
and with thunder. 



TODAY'S 

temperatures 

S&atjan at mdday. Temperatures 


Maximum/ Basing 

Ft* 9 

CardiN 

Thunder 13 


Catena/ 

Belfast 

Shower 11 

Casabtaea 

Fair 22 

Abu Dhabi 

Cloudy 27 

Belgrade 

Fair 4 

Chicago 

Shower 11 

Accra 

Fair 32 

Baffin 

Fair 4 

Cologne 

Slower 6 

Algiers 

Far 22 

Bermuda 

Fair 24 

Dakar 

Fair 31 

Amsterdam 

Rain 9 

Bogota 

Tlnnder 18 

Dafias 

Sun 22 

Athens 

Cloudy 17 

Bombay 

Far 34 

DeH 

Fa* 34 

Atlanta 

Sun 19 

Brussels 

Rate 10 

Dubai 

Cloudy 29 

B. Aires 

Thunder 23 

Budapest 

Fair 3 

Dublin 

Shower 12 

BJian 

Ran 12 

C.hagen 

Cloudy 4 

CXterovnSt 

Shower 12 

Bangkok 

fek 34 

Can 

Sun 26 

Edinburgh 

Ran 12 

Barcelona 

Cloudy 18 

Caracas 

Fair 27 

Fare 

Shower 19 


Mo other airline flies to more cities 
around the world. 

Lufthansa 


Frankhsl 

Cloudy 4 

Madrid 

Rain 14 

Rangoon 

Fair 33 

Geneva 

Shower 10 

Majorca 

Shower 20 

Reyfcjarik 

Shower 8 

GSbraBv 

Shower 20 

Matt 

Shower 20 

Rfcj 

Thunder 25 

Glasgow 

Ramil 

Manchester 

Rate 12 

Roma 

Fair 13 

Hamburg 

Fair 4 

Marfa 

Fair 30 

S. Frees 

Far 17 

Helsinki 

Cloudy 1 

Meftxune 

Far 28 

Seori 

Fair 11 

Hcng Kong 

Fair 24 

Mexico City 

Fair 23 

Singapore 

Hander 31 

Honolulu 

Fair 27 

Memi 

Sun 28 

Stoddwlm 

Fa t 3 

Istanbul 

Shower 13 

MBan 

Cloudy 9 

Strasbowg 

Rain 8 

Jakarta 

Hander 33 

Montreal 

Cloudy -2 

Syfrwy 

Fair 24 

Jtaw 

Shower 14 

Moscow 

Fair -3 

Tangier 

Shower 20 

Johannesburg Sun 20 

Munich 

Cloudy 3 

TeiAvfar 

at 27 

Karachi 

Sun 31 

Nairobi 

Thunder 25 

Tokyo 

Shower 13 

Kuwait 

Fair 24 

Naples 

Shower 13 

Toronto 

Fair o 

L Angeles 

Sun 24 

Nassau 

Thunder 26 

Vancouver 

Rate 8 

Las Palmas 

Fair 25 

New York 

Sun 10 

Vbnice 

Cloudy 9 

Lima 

Cloudy 25 

Moe 

Fair 14 

Vienna 

Fair 2 

Lisbon 

Shower 17 

Nicosia 

Shower 23 

Wsw 

a last 3 

London 

Rain 13 

Oslo 

Cloudy 2 

Washington 

Fair 12 

Lunbourg 

Ran 6 

Fade 

Rate 12 

Weflngtofl 

Cloudy 16 

Lyon 

Slower 12 

Perth 

Shower 25 

Winnipeg 

Fair -6 

Madeira 

Shower 23 

Prague 

Fair 0 

Zwich 

Cloudy 5 


THE LEX COLUMN 

Merrill clinch 


Merrill Lynch’s unique selling point 

- its marriage of global i n ve stm ent 
banking reach with US retail distri- 
bution — disappeared this year. 
First Morgan Stanley and Dean Wit- 
ter. then Salomon Brothers and 
Smith Barney, derided to replicate 
its formula. Now Merrill is Upping 
the ante a gain with fls pbnnwi pur- 
chase of Mercury Asset Manage- 
ment . There are two ways of 
looking at it Either it is a highly- 
priced daai, dilative to earnings, at 
the peak of the business eyrie. Or it 
is a brilliant strategic move that 
puts Merrill back at the front of the 
pack. The answer is that it is proba- 
bly both. 

The price is certainly high 
u r mng i t to put a «miip on th<» faces 
of MAM directors and staff. Thar 
shares had underperformed the UK 
market this year, their chairman 
had warned of slower earnings 
growth and the gr ou p seemed to be 
hitting 1 its head against a brick wall 
in its search for a US acquisition. 
Talk of a share buyback bare wit- 
ness to frustration of its overseas 
growth plans. Of coarse, it 
> r emained the market leader, deserv- 
, fn g a premium f ati ng Along comes 
Merrill Lynch and offers more than 
25 times the past year's earnings, in 
cash, worth roughly £Z0Qm ($169m) 
to MAM’S own people. And they get 
to keep then- jobs. 

In strategic terms, the fit could 
hardly be better. Merrill boasts 
$272bn of assets under manage- 
ment, but thic Js typically mntwal 
frmd money collected domestically 

- only about 20 per cent is bona-fide 
institutional But client assets 
under Merrill’s control incTfuiing 
brokerage accounts, recently topped 
SI trillion. The MAM acquisition 
should help Merrill improve its 
position in tiie US institutional mar- - 
ket, and h mM an instituti onal and 
retail fund management bus iness in 
Europe and the Far East. 

Both Merrill and MAM have a 
good chance of achieving their US 
gnafc with this deal. But ge tting a 
place in Europe’s nascent pension 
fund and mutual fund business wffi 
be more difficult Every US finan- 
cial services firm talks eloquently 
about the oppo rtu nities in continen- 
tal Europe, but no one seems to 
have much of an idea how to 
exploit them. Merrill, too, seems a 
imp vague, but certainly it has a 
better chance with MAM than with- 
out it. 

Such is the pressure on the other 
global pretenders, a counterbid can- 
not be ruled out, especially given 
MAM’S scarcity value. Strategic 


FTSE Eurotop 300 index: 
922.1 {-1.0) 

MAM/ Merrill Lynch 
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moves like these do not come 
cheap.. 

But the pres s u r e wiB also be on 
t frosp happy MAM managers to 
deliver. Despite the promises of 
independence, there wHl be change: 
how rise can two and two be made 
to equal five? 

South Korea 

Pride has prevented South Korea 
wiring Hoip from the International 
Monetary Fund. It is touch and go 
whether its go-it-alone strategy will 
«ti cored Though the government’s 
own finances are in good nick, the 
private sector’s are dire. And hav- 
ing promised that its banks will not 
default on their foreign debts, the 
government now has to conjure up 
tiie money. The snag is that the 
country’s short-term external debt 
is perhaps $68bn while foreign cur- 
rency reserves are probably well 
below $30hn, and it is unclear 
whether anybody will fiC the gap. 
The g o v e rn m ent seems to be pin- 
ning its hopes an the US and japan 
but. without an IMF package, that 
cannot be guaranteed. Nor are 
international investors likely to 
Stump up br gB mnw unless niiw # 
nettles are grasped. 

At least the government is no lon- 
gs- wasting hard currency trying to 
prop up its currency. And it has 
started to tackle the rot in the 
hanking syst e m . But only started: 
$ 10 bn has been promised to buy dud 
loans, while up to $50hn might be 
needed. And even if the banks are 
sorted out, industry - which has 
overinvested - will still be groaning 
under its own debt burden. The 
textbook solution would be capacity 
cuts, but that will be tricky because 
of Korea’s rigid labour laws. 


Korea's difficulties will add to 
japan's woes. Not only wffi there be 
less business supplying Korean 
industry bat Japanese exporters 
will face fiercer competition as 
Korea’s currency devalues. There 
are likely to be farther twists to the 
Asian crisis. 

Safeway 

Depressing though it was. Safe- 
way’s profit warning should not 
have dragged down the whole sec- 
tor. Further rounds of a fruitless 
price war do not appear imminent. 
Safe way's target of boosting sales 
by £ 2 bn ($l.<9bn) over three years is 
hardly an outrageous push far mar- 
ket share. In feet it implies real 
annual sales growth of only ZS per 
cent - in line with growth in the 
fo od retail market And with the 
majors continuing to take market 
share away from second-line play- 
ers such as Kwik Save, prices 
should hold firm. Furthermore, 
strong results from its rivals pro- 
vide little evidence of an industry- 
wide slowdown In the run-up to 
Christmas. 

But by blaming stagnant sales an 
a longstanding public perception 
that it is mare expensive than its 
rivals. Safeway does not inspire 
confidence it can cope with a revi- 
talised Sainsbury. Not only have its 
stores lagged behind in developing 
a service culture but they have also 
o ften simply fiiited to keep shelves 
stacked during opeiing hours. 

Failure in this core retailing skill 
will not win the crucial custom of 
tiie weekly family shopper. While 
the sector as a whole should rise, 
Safeway’s shares look dead money 
until these problems are tackled. 
Perhaps Asda’s managers should 
have a go. 

Ionica 

Tnnira denies it had any inkling of 
the problems that have crushed its 
share price only four months after 
its IPO. Maybe. But the innovative 
telecommunications group certainly 
should have. One unexpected glitch, 
or possibly two at a pinch, would be 
understandable. But three different 
problems all discovered shortly 
after the public offering - insuffi- 
cient capacity, a delayed software 
program and poor credit controls - 
at best suggest the management 
took its eye off the ball while pre- 
paring for market Ionica will have 
its work cut out to re-establish cred- 
ibility. SBC Warburg, its financial 
adviser, also has egg on its face. 




Number One 
in Portuguese Banking 


Cabca Geraf de DepdsHos, SX. estabfebed in 1876. is Portugal largest bank. 
As an universal bank. CGD operates an extensive 500 branch network offering a 
wide range at financial services in tfw domestic and krtemafional markets. 

CGD leads Portugal's most w n p a ta n t financial group with m^or in 

cornmerrial banking, insurance, leasing, lactarteg. fund management real estate 
and venture capital. 

CCD's exparxfing international activity is aiso backed by its subsidiaries: an oJfchore 
branch In Madeira, a fal branrfi in Pare, a bar* in Bratif. three banks in Spain, a 
bank in France aid a network of correspondents in more ihanioo coimtries. 
Aacfid institution and a diversified Grotp to alter you a complete service 

worldwide. 
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NEWS: WORLD TRADE 


China set to restore import tax break 


By Tony Walker, John 
ffiddlng and James Harding 
in Beijing 


China is poised to restore 
preferential tax treatment on 
imports of capital equip- 
ment. redressing: one of the 
grievances of foreign inves- 
tors In China since the duty- 
free equipment import sys- 
tem was scrapped last year. 

The revised rules are 
likely to oiler tax exemp- 
tions on a narrower range of 
mac hiner y than the previous 
system of tax-free imports, 
giving special treatment to 


equipment that will serve 
high-technology Industries. 
Chen Jlnh.ua, head of the 

State P lanning Commission, 

said the government was 
close to publishing the new 
regulations, but emphasised 
that exemptions would seek 

to encourage "imports of 
new. high standard technolo- 
gies'’. 

"Many foreign investors 
have approached us to 
restore that policy; we have 
judged that if we resumed 
the policy it would have 
little effect on our budget,” 
Mr Chen said. 


Beijing cancelled the sys- 
tem which exempted foreign 
investors from import tax 
and value-added tax on capi- 
tal equipment in April last 
year, much to tbw dismay of 
international manufacturing 
companies which have since 
faced duties an capital goods 
imports of up to 40 per cent 
of the equipment 
The government scrapped 
the tax-relief system last 
year over concerns that a 
number of foreign and 
domestic companies were 
exploiting the policy to 
Import goods far sale duty- 


free. Ur Chen said there 
were “some loopholes” in 
the old policy, which allowed 
‘‘companies to import goods 
that were not approved by 
our policies". 

The new regulations will 
require enterprises with for- 
eign investors to "meet Chi- 
na's industrial policy and 
they will have to import 
high-standard equipment. 
Without that restriction, it 

COUld Cause chaos and ttmIki 
redundant other equipment 
already in China," Mr Chen 
said. 

The first hint that China 


would resume tax exemp- 
tions an capital equipment 
imports for foreign enter- 
prises came from Zhu 
Rongji, vice-premier in 
charge of the economy, who 
told participants of the IMF/ 
World Bank meetings in 
Hong Kong in September 
that Beijing was looking at 
restoring the preferential 
treatment “as early as possi- 
ble". 

The reinstatsoent of tax 
exemptions on capital goods 
may lift foreign Investment 
into China, which has grown 
at a strong, but slowing rate 


this year. 

Ha Jtogyan, deputy direc- 
tor of the Ministry of For- 
eign Trade and Economic’ 
Co-operation's foreign 
investment administration,' 
said last month that foreign 
investment reached J27-8bn 
in the first eight months of 
1997, up 6 per cent from last 
year. But contracted foreign 
investment has fallen 43 per 
cent to $29.9bn. he said. 
There was $4L7bn-worfh of 
foreign: investment into 
China last year, up from 
$37bn in 1995 and $31hn In 
3994. 


Brussels tries 
to satisfy US 
on BSE rules 


By NeH Buckley in Brusaete 


Wine makers need new ways 
to put sparkle into sales 
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With consumption flat, distinctive brands and quality 
are key to improved profits, reports John Willman 


This year's Beaujolais 
Nouveau goes on sale today 
with all the traditional 
accompanying razzamatazz. 
Connoisseurs may debate its 
merits, but the marketing of 
Beaujolais Nouveau has 
established a distinctive 
regional brand in a global 
market that is showing little 
sign of growth in volume. 

Wine consumption is flat 
at around 20bn litres a year, 
according to a report pub- 
lished today by Euromoni- 
tor, the market research 
company. But sales by value 
- which stood at $78bn in 
1996 - have been rising at 
more than 6 per cent a year, 
as drinkers move up-market 

Wine producers need to 
raise quality and produce 
distinctive brands If they are 


to succeed in such a market, 
according to the report This 
means producing smaller 
quantities of better wines, 
adapting styles to local 
tastes and developing inter- 
national products supported 
by marketing investment 

Euromonitor forecasts con- 
tinuing growth in wine sales 
over the next five years, at 
more than 4 per cent a year. 
Most of this growth, how- 
ever, will be outside the tra- 
ditional wine-drinking 
regions of western Europe 
and north America. 

But western Europe will 
continue to dominate the 
market, consuming 60 per 
rant of sales. France remains 
the biggest country market, 
with 18 per cent of sales - 
the French spend $242 a year 


pm 1 head on wine. This is 
almost double that of the 
British, who provide the sec- 
ond largest market in 
Europe. 

North Americans account 
for 15 pea- cent of sales, but 
less than 8 per cent of vol- 
ume - reflecting their prefer- 
ence for more expensive 
wines. Per capita consump- 
tion in the US is under $40 a 
year. 

The strongest growth 
region will he eastern 
Europe, which Euromonltnr 
predicts will overtake north 
America in sales by 2000. 
Volumes win decline m the 
traditional wine markets, as 
consumers trade up in qual- 
ity. 

Stm wine, which accounts 
for almost three-quarters of 


sales, and sparkling wine 
with 2 per cent of the market 
are forecast to grow at 
almost 5 per cent a year. For- 
tified wines, with less than 6 
per cent of sales, wfil rise at 
little over 1 per cent a year. 

Much of the growth will be 
in retail sales, which already 
accounts for more than 
three-quarters of sales. 
Brink-drive legislation will 
continue to erode sales 
through pubs, restaurants 
and other such outlets. 

The report expects super- 
markets - which have more 
than 50 per cent of the retail 
market in many countries - 

to fxmtfnnt* winning custom- 
ers from independent retail- 
ers. 

They will use their mar- 
keting Skills tO TnHintain 
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The European Commission 
has set a target of early next 
month to agree changes to 
controversial meat safety 
rules in an attempt to avert 
a t rad** nirneh with the US. 

Brussels hopes to have a 
package of ex e mp tio ns from 
'the rules ready to be submit- 
ted for approval to three 
co mmi ttees of European 
Uni on scientific experts on 
December 8. less than a 
month before the rules take 


'SbinacEuremMor 


consumer interest while vol- 
umes remain static, it says. 

There are few interna- 
tional wine producers, says 
Euromohitor, and most have 
I nte rest s outside wine. These 
include LVMH, the French 
luxury goods group. Allied 
Domecq which has fast food 

i-finrnc and p nha arid Gland 

Metropolitan, which owns 
various food businesses. 

There are, however, new 
wine-only companies emerg- 
ing, mainly in "new" wine 
countries. These include 
Southcorp in Australia, 


GaQo in the US and Concha 
y Toro in Latin America. 

The report predicts 
increasing internationalisa- 
tion of production, with 
mergers of producers at the 
top end to create powerful 
global brands. But it warns 
that there remain openings 
for wines tailored to local 
tastes, which smaller pro- 
ducers may find easier to 
address. 

• Wine, a World Survey, 
from Euromomtor, 60 Britton 
Street, London EC1M SNA, 

£2.950. 


The US has threatened 
sanctions uniws the EU 
exempts it from the mea- 
sures - designed to curb the 
spread of bse or "mad cow" 
disease - which it says could 
bar billions of dollars of US 
exports of pharmaceuticals 
and cosmetics. 

The new rules ban parts of 
cattle most at risk ctf carry- 
ing BSE - mostly the brain 
and spinal cord - from use 
"for any purpose" within the 
EU. 

These “specified risk mate- 
rials" (SRM) are usually 
boiled up with cattle car- 
casses to make products 
such as gelatine and tallow. 
Derivatives of tallow and 
gelatine are used' in a high 
proportion of all-phannaceu- 
| ticals and cosmetics. 

The manufacturing pro- 
i cess of some vital medicines, 
such as vaccines, also 
1 directly involves animal 
brains. 

The US says it should not 
be obliged to remove risk 
materials at the slaughter- 


house - as EU states will be 
- since it is BS E-free . 
Refusal to do so, : however, 
could lead to other US prod- 
ucts being banned in 
Europe, as well as European 

products manufactured with 
US ingredients. 

The EU is refusing to 
recognise the US as BSE-fiee 
since it has bad cases of 
scrapie, the sheep disease 
believed to be the origin of 
BSE in cattle. 

Brussels commissioners 
instead began discussions 
this week on a piecemeal 
approach revolving around: 

• Allowing "life-saving” 
medicines to continue to be 
manufactured using SRM 
materials for a certain tran- 
sition period, to give manu- 
facturers time to develop 
alternative methods.. 

• Endorsing an existing 
opinion that tallow deriva- 
tives are safe for use in’ros- 
metics provided they are 
heat-treated according to 
one of three methods, and 
possibly extending the prin- 
ciple of that opinion to phar- 
maceuticals. An EU scien- 
tific committee will consider 
this question further tomor- 
row. 

• Allowing existing stocks 
of medicines, even contain- 
ing ingredients manufac- 
tured with risk materials, to 
continue to be sold during a 
transition period. 

This week’s discussions, 
however, exposed broad dif- 
ferences between the 20 com- 
missioners over the time- 
scale and scope of any 
exemptions. 



Algeria presses drug 
companies to invest 


By Route Khalaf in London 


In a well-guarded complex 
an the outskirts of Algiers, 
All Aoun, head of Sal dal, 
Algeria's state-owned phar- 
maceuticals producer, 
explains how -the army- 
hacked government recently 
convinced foreign companies 
to invest in production facili- 
ties. 

"We got the foreign com- 
panies together and told 
them that we can no longer 
guarantee an export market 
for them in Algeria. To stay 
in *ha market they had to 
invest," says Mr Aoun. “It 
wasn't a threat but a way for 
us to take charge. It is legiti- 
mate for Algeria to demand 
that these companies 
invest" 

Anri SO ram pan fag includ- 
ing Pfizer of the US, Rhdne- 
Pouienc Rhorer of France 
and Groupement Pharma- 
ceutique Europfien, a consor- 
tium of 20 pharmaceutical 
companies, have all signed 
contracts to invest in joint 
ventures to build new facto- 
ries in which they hold 70 
per cent of the equity. 

The sums to he invested 
are stm small — promises to 
invest are around $20m' for 
«M»h venture. But the com- 
panies have also agreed to 
provide the technical exper- 
tise and inputs for Saida! to 
produce immediately prod- 
ucts sold by the foreign com- 
panies. 

“It was a fair game an the 
Algerians’ part,” says Yves 


Barou, a Rhdne-Poulenc 
Rhorer o fficial- “Algeria did 
like other countries and, 
given that we are a trader 
there, it is only normal far 
us to start producing." 

Algeria’s JSOOm drugs mar- 
ket depends olr imports for 
more than two^thirds of its 
needs. 'Until 1995 Saidal was 
a classic example of Algerian 
waste and misman agement, 
running at 50 per cent of 
capacity and- recording a 
AD 120m ($2m) deficit on 
AEKL2bn in revenues. 

Although. I m por ts wge lib- 
erattsed two years ago and 
Saidal’ s production has 
improved, shortages of medi- 
cine are acutel'Ntnses report 
that some hospitals lack 
even basic items such as 
needles and medical gloves. 
While Saidal blames short- 
ages oh inefficient distribu- 
tion and the low level of 
local production, former gov- 
ernment Pfflrialg claim they 
are the result of entrenched 
political Interests fighting 
each other for market share. 

The government, which 
provides 80 per cent medical 
coverage, has since 1994 fol- 
lowed an International Mon- 
etary Fund restructuring 
and opened up to foreign 
investment 

But Algeria is considered 
one of the weald’s most dan- 
gerous Countries. .And the 
nearly six years of bloodshed 
and chaos, sparked by the 
1992 cancellation of elections 
an Islamist party was set to 
win, have deterred invest- 


ments outside the oil and 
gas sector, for which the 
government provides extra 
security. 

The most notable inten- 
tion to invest outside oil and 
gas is the August announce- 
ment by South Korea’s Dae- 
woo that it will invest $lhn 
over several years in the bat- 
tered industrial and tourism 
sectors. 

The new joint ventures 
will build factories near 
Algiers, the most militarised 
but also most bloody region. 
Mr Aoun Insists foreign com- 
panies have little to worry 
about, and he details Saidal's 
huge security apparatus. 
About 5 per cent of Saidal’s 
2£00 employees are former 
military men turned "vigi- 
lantes”, he says. There are 
surveillance cameras, guard 
dogs and lots of arms. 

Until now the arms have 
been provided free of charge 
by the government But Mr 
Aoun says that, following a 
recent decree which held all 
companies responsible for 
their own security, compa- 
nies will have to pay for 
weapons. 

Foreign companies can 
also use the services of doz- 
ens of private security com- 
panies which have sprung 
up in Algiers in recent years. 
Some were set up in partner- 
ship with foreign security 
companies. According to dip- 
lomatic sources, bodyguards 
and armoured c a rs are now 
on offer for about $1,000 a 


Vax is to make new 
floor cleaner in India 


By Pater Manh 


Videocon, one of India's 
biggest consumer electronics 
companies, is setting up a 
joint venture to make a new 
type of vaennm cleaner for 
hud floors with Vax, a UK 
domestic appliance company 
which invented the system. 
Vax has been setting the sys- 
tem -in Britain for the past 
month. - - 

The joint' venture in 
Aurangabad, India, aims to 
make 760,000 cleaners a year, 
two thirds of them based on 
the "hard floor” cleaners 
which in the UK is called the 
Sahara. . 

Other products from the 
Indian factory will use Vox’s 
“dual action" technology, 
which combines water treat- 
ment and vacuumimg for 


The partners in the ven- 
ture are arming to become 
among India's largest suppli- 
ers of vacuum cleaners. Cur- 
rently the market for clean- 
ers in India is limited to only 


about 250,000 a year. Swe- 
den's Electrolux and Japan’s 
Sanyo have set up local fac- 
tories. 

However, vacuum eiwmnr 
-sales in the country are 
growing at 20 per cent a 
year, helped by growing 
household wealth. The new 
partnership is aimed at 
upmarket consumers willing 
to spend more than £100 
0166) an the Videooan/Vax 
products. 

Videocon is one of India’s 
biggest makers of TV sets 

and dfumftgfl r nj ipHannw . ££ 

already licenses technology 
from Japanese companies, 
tnrfuding Toshiba and Mat- 
sushita. 

The privately owned Vax 
is best known for its inven- 
tion In foe late 1970s of a 
novel type of. vacuum 
cleaner for carpets which 
uses water and chemicals to 
remove dirt, as until as hav- 
ing a conventional air suc- 
tion system. In the new 
product/foe same basic tech- 
nique is employed but with 


the tec hnology modified so it 
works an hard floors, cov- 
ered far instance with tiles 
or sealed wood. 

Vax is aiming to maTfP up 
to im a year of the systems 
fitXn its UK plant, malnTy foj- 
export - particularly to con- 
tinental Europe, where ban! 
floors throughout the hfwiRc 
are more favoured than in 
the UK 

The Sahara system - simi- 
lar to a conventional upright 
vacuum cleaner but slightly 
s ma l le r - squirts water and 
ch emicals at up to iromph 
through tubes to polish 
floors in what the company 
c l a ims is the high-tech 
equivalent of a mop and 
bucket The vacuum system 

to the machine Is used to dry 

the floor after rimming 

According to Patrick Aus- 
ten, chief executive of Vax, 
the novel “hard floor" 
cleaner should be particu- 
larly appropriate for India 
because more households 
there have hard floors rather 
than carpeted ones. 
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‘It’s wrong to accuse the dead pilots of gross negligence/ says MP I Br us sels 


Chinook software trouble admitted 


By Jimmy Bums and Liam 
Hattgan in London 


The Ministry of Defence 
yesterday publicly admitted 
for the first time to a series 
of software problems involv- 
ing Royal Air Force Chinook 
helicopters, its statement 
came in response to ques- 
tions arising out of the crash 
in Scotland which killed 25 
Northern Ireland experts In 
June 1964. 

Last night the ministry 
was insisting that the infor- 
mation on the software 
given to the House of Com- 
mons had not changed its 
opinion that pilot error was 
responsible far the crash. 

However, the ministry’s 


responses to a series of par- 
liamentary questions by 
Robert Key, a defence 
spokesman for the opposi- 
tion Conservative party, is 
likely to fuel fresh demands 
from MPa, aviation experts, 
and former RAF pilots for a 
re-examination of the crash. 

John SpeUar, a junior 
defence minister, said the 
Mark n “updated” Chinook 
had 519 “incident signals" - 
warnings of potential prob- 
lems in the aircraft - since it 
was introduced into squad- 
ron service with the RAF in 
early 1994. Of these 70 were 
related to -Fadec, the soft- 
ware system which controls 
the engines. 

The ministry confirmed it 


had taken action against 
Boeing, and Textron Lycom- 
ing, the manufacturers of 
the aircraft and the software 
respectively after an RAF 
Mark 1 Chinook, was dam- 
aged in the US in January 
1989 during testing of Fadec. 
Boeing settled with a dis- 
count on a separate contract, 
while Lycoming paid $3m in 
compensation. 

The UK ministry also con- 
firmed that , in July 1993, tho 
Fadec software was sub- 
jected to a review by EDS 

Scicon, a division of the US 

electronics information 
group. This was because of 
concerns raised by the RAF 
at its Boscombe Down base 
In southern where 


fligh t trials on the aircraft 
were carried out 

The review was not com- 
pleted because the available 
documentation on the Fadec 
had shown itself “not ame- 
nable to analysis.” Although 
a software re-documentation 
was subsequently ordered by 
the ministry, this was not 
brought into service until 
last year. 

Mr Key said: "These 
responses raise far more 
questions than they answer. 
I hope this will persuade the 
defence select committee [of 
the House of Commons] to 
undertake an investigation. 
The answers have convinced 
me there is reasonable doubt 
about the cause of this crash 


and that it's wrong to accuse 
the dead pilots of gross neg- 
ligence.” 

Mr Tony Collins, executive 
editor of Computer Weekly 
magazine and an aviation 
software expert said: “The 
answers given by the MoD 
raise serious concerns about 
the quality of the software. I 
personally would have been 
worried about flying in a 
Chinook with these con- 
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By Charles Batchelor, 

Transport Correspondent 


earns.” 

Mr Andy Fairfield, a for- 
mer Chinook pilot with the 
RAF said the details given 
by the ministry showed that 
pilots had been justified in 
worrying about the reliabil- 
ity of the Chinook in flight 
trials prior to the 1994 crash. 


Fiscal import 
may lift game 
for Treasury 


^fhe shape of Hungs to come? 

Reporting on the Naw ZaaJand modef 


Hstf-yMr acaaomki attef 
fiscal updatgpufa W fiad 


: oomrnttBs's report oMtecaJ- 
- s trategy npottmOpudget. 


L ike a number of Brit- 
ish Sports Club man- 
agers. Gordon Brown, 
the chancellor of the exche- 
quer, has decided he needs 
an overseas import to bolster 
his side. Next Tuesday, 
when he makes his "Green 
Budget" statement, Mr 
Brown will propose new leg- 
islation for a “code of fiscal 
stability” based on New Zea- 
land’s Fiscal Responsibility 
Act 

The New Zealand legisla- 
tion was the brainchild of its 
Treasury and of Ruth Rich- 
ardson, the former finance 
minis ter. The act lays down 
a set of principles for setting 
fiscal policy, policed by a 
detailed series of economic 
reports. 

The New Zealand legisla- 
tion came about through a 
combination of history and 
politics. Like the UK. New 
Zealand suffered economic 
decline in the 1970s and 
early 1980s, and was scarred 
by high levels of inflation, 
unemployment and govern- 
ment debt Ms Richardson’s 
aim was to entrench the pol- 
icy aims of the 1990s 
espoused in Britain by Mar- 
garet Thatcher, who was 
Conservative prime minister 
in the 1980s - low taxation 
and balanced budgets. 

The act, passed In 1994, 
requires governments to 


New Zealand 
legislation is 
basis for the 
chancellor’s 
stability code 
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maintain a budget surplus 
an average, to reduce overall 
public debt, increase the 
country's net worth, and 
keep tax rates stable. Gov- 
ernments can depart from 
the guiding principles of the 
act, but must publicly 
explain why. and how and 
when they will return to 
“fiscally responsible” 
policies. 

The act also requires the 
government’s accounts to 
use “generally accepted 
accounting practice” profit- 
arid -loss accounts and bal- 
ance sheets such as those 
used by listed companies. 

Ms Richardson originally 
wanted the act to set specific 
debt targets and legislate for 
budget surpluses. But the 
final act called only far “pru- 
dent” levels of debt and fis- 
cal management. „ .. 

“Prudent” is undefined. 
However, the act requires a 
host of regular reports and 
monthly updates including 
economic and fiscal reports 





Cocttrittee rey^ysTinanctei 
^rtate mertta and report* ter- 
house befoflBQ v tetaas- 


p3Jfemontaiy j - 
Comrrettee/-: 

rmfewBho&ywir--' 
iacftnofitic and 
fiscal ■ 


Budget poScy.: 

statetnant. 
p u Unhe d toy- 
March 31 . 


P ari tameoteiy 
committee reviews ' 
budget pofidy -statement 

ajtd reports to house 


: tan Nor Zaatovd itamry - 


BUDGET MQHT: Mnfetar of finance . 
tables fiscal strategy report and budget 


House debates de budget . 
' .poScy statement andttje ~ 
-eomrrrfttee's report on ft 


prepared by the Treasury 
before elections and budgets. 
The government must pub- 
lish a policy document well 
before the annual budget, 
explaining its intentions, 
and a statement with the 
budget setting out its fiscal 
strategy for the next 10 
years. 

Every report under the act 
is reviewed by a standing 
committee, able to can wit- 
nesses, including the finance 
minister. 

New Zealand’s Treasury 
says it is too early to judge 
the effectiveness of the act 
But, it .claims, “it is clear 
that this framework for fis- 
cal policy will allow public 
debate to be more informed 
and focused”. The Organisa- 
tion for Economic Co-opera- 


tion and Development was 
wary of assessing the effects 
of the reforms, but did say 
that “the new management 
regime appears to be consist- 
ent with the restraint of 
expenditure in the 1990s”. 

Others are less enthusias- 
tic. New Zealand's auditor- 
general questioned the cost 
and need' for so many 
reports. Others axe con- 
cerned at the reliance on 
Treasury forecasting, and 
the difficulty in m aking 
accurate medium-term 
economic predictions. More 
importantly, the act obliges 
successive governments to 
follow specific fiscal policies. 
A party trying to change the 
act could be seen as “un- 
orthodox” by the electorate 
and overseas investors. 


Mr Brown is unlikely to go 
as far as his New Zealand 
counterparts. Some parts of 
the act, such as the “golden 
rale” that government bor- 
rowing should not exceed 
spending on investment over 
an economic cycle, have 
already been adopted. And 
the chancellor is unlikely to 
saddle the UK with the oner- 
ous number of reports 
required in New Zealand. 

Adopting legislation simi- 
lar to New Zealand's gives 
Mr Brown the chance to dis- 
play a commitment to “pru- 
dent” fiscal management. 
But as George Bernard Shaw 
noted: “Self denial is not a 
virtue. It is only the effect of 
prudence on rascality." 


The UK government has 
also tied the deal into its 
negotiations with Euro- 
tunnel, operator of the Chan- 
nel tunnel between England 
and France, over an exten- 
sion of the operator’s conces- 
sion by 34 years to 99 years. 
Eurotunnel is expected to 
promote the expansion of 
freight through the tuxmeL 
Despite measures taken by 
EWS to improve the effi- 
ciency of RfD, the UK com- 
pany is still losing about 
giro a week. To aid its sale 
to the private sector the pre- 
vious Conservative govern- 
ment agreed to write off 
investments of £300m and to 
pay £200m in Channel tunnel 
access fees over the next 10 


Richard Adams 


years. 

RfD runs about 150 trains 
a week through the Channel 
tunneL Most carry contain- 
ers, but there is a growing 
business in moving cars and 
car components and conven- 
tional wagon freight. 


EU label rules urged 
for modified foods 


Ethics chief is asked to 
examine party funding 


By Afison Maitland 
In London 


Food manufacturers and 
retailers will today 
announce a voluntary agree- 
ment to label food 
containing genetically modi- 
fied protein when it starts 
appearing in British shops In 
January. 

The joint decision to label 
products voluntarily comes 
as the food industry is press- 
ing the government and the 
European Commission to 
speed up legislation on the 
controversial issue. 

“It is vital that labelling of 
genetically modified foods is 
consistent, or we risk con- 
fusing consumers,” said Guy 
Walker, president of the 
Food and Drink Federation, 
which represents manufac- 
turers. “To achieve this we 
need European-wide legisla- 
tion." 

The' European Union has 
agreed that maize and soya 
must be labelled but the 
Commission has yet to issue 
detailed guidance to the 
industry cm what the labels 


should say. 

“If no. agreement is immi- 
nent by January, the indus- 
try win start labelling prod- 
ucts containing the protein 
from this year’s US harvest 
voluntarily,” said a joint 
statement from the federa- 
tion, the British Retail Con- 
sortium and the Institute of 
Grocery Distribution. 

The genetically modified 
soyabean developed by Mon- 
santo, the US food and chem- 
icals group, to be resistant 
its Roundup herbicide, was 
approved as safe by the 
European Commission in 
April last year. 

But there has been a back- 
lash from pnvi mnmfrntahfit fi 
concerned - about the 
long-term safety of geneti- 
cally modified crops, and 
retailers and rnamifao t urers 
are anxious to offer consum- 
ers a choice. 

Soya from this year’s US 
harvest, of which about 15 
per cent was grown from 
modified seed, has just 
begun arriving in the Euro- 
pean Union. The altered 
soya is not segregated so 


could be in each shipment. 

Soya is used in an esti- 
mated 60 per cent of pro- 
cessed foods, including 
soups and sauces, cakes, 
confectionery, convenience 
and vegetarian foods. 

Labels will be put on prod- 
ucts containing the added 
protein which makes the 
crop resistant to herbicide. 
Soya oil, where the protein 
has been removed in pro- 
cessing. win not be labelled 
even if it was made from 
modified soyabeans. 

The UK Consumers’ Asso- 
ciation said the labelling 
decision was a step forward 
but segregation of the crop 
was “the only way to guar- 
antee consumer choice”. 

Joanne Denney of the 
Institute of Grocery Distribu- 
tion said research with con- . 
sumer focus groups “indi- 
cates that, after a simple i 
explanation, most consum- j 
era find genetic modification 
a more natural process than ' 
they had expectecT.Some 
supermarkets are drawing 
up lists of soya-free foods for 
consumers keen to avoid it. 


By John Kampfher, 
Chief Political 
Correspondent 


Tony Blair, the prime 
minister, yesterday sought 
to shift attention on 
“sleaze” bad to the opposi- 
tion Conservatives by ask- 
ing Sir Patrick Neill, the 
ethics watchdog, to investi- 
gate the rtotaflg of all dona- 
tions above £5,000 (38,450) 
to every political party since 
1992. 

The prime minister's lat- 
est move came as Tessa Jow- 
en, public health minister, 
claimed to MPs that minis- 
ters did not know what pro- 
portion of total advertising 
for Formula One motor rac- 
ing was provided by the 
tobacco industry. 

She also suggested that 
she would negotiate at a 
crucial meeting of the Euro- 
pean Union social affairs 
council on December 4 that 

any exemption for motor 

racing be permanent 

Fr ust ra te d by his inability 
to dose down tbe issue, Mr 
Blair wrote to William 


Hague, Conservative leader, 
proposing that all parties 
make available names of 
donors and amounts over 
£5,000 in confidence to Sir 
Patrick’s inquiry. The Con- 
servatives are the largest 
opposition party. 

Mr Hague declined to spell 
oat whether he would agree, 
while officials at the com- 
mittee on standards in pub- 
lic life said each a require- 
ment was “not a 
prerequisite” for Sir Pat- 
rick’s Investigation Into 
party political funding. 

Aides of Mr Blair said tbe 
ruling Labour party would 
provide Sir Patrick with 
“anything he asks of ns”, 
bat added that “he would 
prefer that all parties co- 
operate in the same way”. 

The government has 
pledged to ban donations 
from ontside the UK and 
force disclosure of future 
donations over £5,000. It 
is also looking at indiv- 
idual limits, caps on over- 
all spending, and state fund- 
ing. 

Paddy Ashdown, leader of 


the opposition Liberal Dem- 
ocrat party, told Mr Blair he 
was in favour in principle of 
retrospective disclosure. But 
he made clear he would 
have to gain permission of 
past donors. 

Peter Mandelson, minister 
without portfolio, admitted 
the government had faffed 
in its promise of a more 
open approach. 

“We acted against our 
own principles — that hon- 
esty is the first principle of 
good common ications; that 
quick communications are 
essential to good govern- 
ment, and that the purpose 
of communicating I s not to 
stall or to hide,” Mr Mandel- 
son said. 

Questioned by the Com- 
mons European legislation 
committee, Ms Jowell 
denied lobbying by Benue 
Ecclestone - head of For- 
mula One who bad earlier 
given £Im to the Labour 
party and was planning to 
give more - had shifted pol- 
icy. “1 haven’t changed my 
mind; we are developing pol- 
icy," she said. 


Government refusal stalls Airbus enterprise 


Decision to let British Aerospace itself fund development of new range of aircraft may be mistaken 


E uropean aerospace execu- 
tives arrived back from tbe 
Dubai air show yesterday 
with an important mission unac- 
complished. Airbus Industrie had 
planned to announce the launch of 
a new range of aircraft. It has not 
done so because the UK govern- 
ment has refused to come up with 
its share of the development cash. 

When the four Airbus partners - 
British Aerospace. Aerospatiale of 
France. Daimler-Benz Aerospace of 
Germany and Casa of Spain - 
decided earlier this year to build 
an aircraft to challenge Boeing of 
the US, they assumed their govern' 
meats would help. 

European governments have 
funded Airbus lavishly since its 
start in 1970. As the consortium 
has grown to become the world’s 
biggest aircraft manufacturer after 
Boeing, government funding has 


begun to look less like a handout 
and more like a shrewd invest- 
ment 

European governments are see- 
ing a substantial return on their 
Investment in the A320 family of 
Airbus aircraft BAe announced 
this year that it had paid back the 
£250m (3422.5m) it borrowed from 
the UK government to help fund Its 
share of the A320. By 2000, the UK 
government will have received a 
farther £250m in interest It will 
then receive a royalty payment on 

0 a rh A320 sold. 

The proposed new Airbus air- 
craft family looks an equally 
attractive proposition. Tbe planned 
380-seat A340-600 will be a 
“stretched!’ version of the existing 
Airbus A340. It will compete with 
the Boeing 777 and smaller ver- 
sions of the 747, helping to reduce 
the US manufacturer’s hold on the 


large ai rcr a ft market Airbus also 
plans a long-range version of the 
A340- Airlines are already lining up 
to pilace their orders. Virgin Atlan- 
tic of the UK, Air Canada, Eva Air 
of Taiwan and Egyptair want to 
buy the aircraft Three other air- 
lines are also believed to be ready 
to sign up. 


B ecause it Is based on an 
existing product the aircraft 
win cost SLSbn to develop - 
cheap by industry standards. 
Under a US-European Union 
accord, governments can fund a 
third. The French, German and 
Spanish governments are believed 
to be ready to do so. 

Bat the UK Treasury has balked 
at paying the £ 12 Qm BAe was 
expecting. Ministers say BAe is a 
profitable company that can afford 
to fund its own investment 


The group certainly looks 
healthy. Its balance sheet at the 
end of June showed net cash of 
£77Qm. But Nick Cunningham, 
aerospace analyst at Salomon 
Brothers, says not all this money is 
available for new aircraft develop- 
ment BAe will pay £300m for its 
recently announced acquisition of 
some of the defence interests of 
Siemens of Germany. A further 
£400m is in tbe form of customer 
advances, much of which will have 
to be paid to component suppliers. 

The advantage to BAe of govern- 
ment investment is that the 
Treasury-funded part of the devel- 
opment would not have to be writ* 
ten off against profits. 

BAe argues that the UK govern- 
ment has been pressing for a con- 
solidation of the European aero- 
space industry and will lose 
authority if it is seen to be less 


supportive of the sector than 
France and Germany. 

Soma European executives 
believe BAe might move some of 
its production to Spain or Italy if 
governments there prove more 
amenable to its demands for fund- 
ing. But while some component 
manufacturing could leave the UK. 
BAe is unlikely to abandon its 
internationally acclaimed wing- 
making factory in Chester- 

Given the level of airline 
demand, the aircraft will be built 
even without UK government 
money. And BAe’s technical exper- 
tise means that Airbus cannot pur- 
sue the project without it. BAe 
hopes it can change the govern- 
ment’s •nrlnri , but its financial suc- 
cess In recent years will count 
against it 


Michael Skapinker 







UK NEWS DIGEST 


Battalion to 


quit N Ireland 


The European Commission 
yesterday gave the go-ahead 
for the sale of Railfreight 
Distribution (RfD), the Chan- 
nel tunnel freight subsidiary 
of state rail network British 
Rail, and the last part of BR 
to be privatised. 

RfD was acquired last 
March by Tgnpiiah Welsh & 
Scottish Railway (EWS), an 
offshoot of Wisconsin Cen- 
tral Transportation, subject 
to approval by competition 
authorities in Brussels. 

The original deal ran into 
objections from the French 
Railways; Tranfesa, a Span- 
ish freight operator; and 
Freigh timer, a British rail 
freight group, on the 
grounds that the subsidies 
and write-offs involved were 
excessive. 

The deal has been re- 
negotiated to allow for 
repayment of some of the 
grants which have been 
promised. John Prescott, 
deputy prime minister and 
chief transport minister, 
said: “While I was not in a 
position to block the sale 
agreed by the previous 
administration. 1 have nego- 
tiated with EWS a provision 
for the government to share 
in tbe success of tbe bnsi- 


Five hundred British paratroopers will soon leave 
Northern Ireland in the first scale-down of troops since 
the Irish Republican Army ceasefire was declared in July. 
Tbe withdrawal of the 3rd Battalion, tbe Parachute Regi- 
ment. will reduce the number of British troops in the 
region to 16,500. 

The withdrawal comes amid increasing disquiet about 
I the IRA ceasefire and accusations by anti -republicans that 
tbe UK government is surrendering to “orchestrated 
threats” from nationalists. Peter Robinson, deputy leader 
of the fiercely anti-nationalist Democratic Unionist party, 
said: “The threats by Sinn Ftfn/IRA that unless the Gov- 
ernment m a kes concessions to them on prisoners and the , 
reduction of security in the province that the IRA cease- 
fire is in jeopardy, has caused the government to make 
preparations for further sops to the IRA.” Sinn F£in is the i 
IRA’s political wing. 

The Democratic Unionists claimed that the IRA was 
behind a plot to kill a protestant taxi driver last weekend 
in order to satisfy the “bloodlust” of its members who 
opposed the ceasefire. 


WELSH LANGUAGE 


Fears over inward investment 


Welsh education officials are looking Into fears that 
Welsh language teaching could be damag in g the drive for 
inward investment The principal concern is that Welsh, 
which has long been compulsory in many schools in 
Wales, is taking up time that could be used to teach other 
modern foreign languages. 

The enquiry follows figures showing take-up and pass- 
rates in modern foreign languages at GCSE are 23 per- 
centage points lower in Wales than England. Some offi- 
cials are also worried that recent criticisms of language 
s kills by a potential inward investor could mark a wider 
problem which would deter other projects such as call 
centres. Only 48 per cent of 15-year-olds in Wales opted 
last year to take GCSEs in modern foreign languages com- 
pared with 71 per cent in England. Juliette Jowit, Cardiff 


SCOTTISH DEVELOPMENT 


C & W to establish call centre 


Cable & Wireless is to establish a customer call centre 
creating up to 700 jobs on the Strathclyde business park 
near Glasgow in central Scotland to service residential 
and business customers in Scotland. Recruitment is to 
begin next week. 

Cable & Wireless Communications formerly operated in 
the UK as Mercury Communications, and was boro out of 
a merger of Mercury and the US companies Bell Cable- 
media, Nynex and Vldeotron. The development will boost 
the recovery of the Lanarkshire district which was hit by 
the closure of British Steel’s Ravenscraig complex in 1992. 
Unemployment, which peaked at 14 per cent in 1993, is 
now 8.8 per cent compared with the Scottish average of 6 
per cent James Buxton. Edinburgh 


■ HIGH COURT RULING 

Ex-car chief liable for $115m tax 


Octav Botnar, the former chair man of Nissan UK, was 
yesterday ordered by a High Court judge to pay £68m 
(f 115m) in income tax. 

Mr Justice Evans- Lombe ruled that although Mr Botnar 
did not benefit from a trust set up 25 years ago in memory 
of his dead daughter Camelia. its trustees could have set 
up a second trust from which Mr Botnar might benefit. 

He should therefore be liable to tax on tbe trust's income. 

Afterwards, Mr Botnar, who was not legally represented 
in court, said he would appeal against the judge’s ruling 
which he described as “highly creative and tbe product of 
an inventive mind, bearing no resemblance to reality”. 

The Inland Revenue last month announced it was can- 
celling warrants for Mr Botnar, who is 84 years old, 
because medical reports said he was in extremely bad 
health. John Mason. London 


ROYAL ANNIVERSARY 


Queen hosts ^people’s banquet 9 


After tbe people’s monarchy, 

_ the people's princess and the 

(HE'S SUL kiW6 SSCAUSeN People's priorities comes the 

H£ t BffiN fNVUS) TO EfK' s i^ qu ™ ^ * 5 ? 

■fflp (71 DFXI turn * IT ac behest of Tony Blair, the 

prime minister, a lunch cele- 
bra ting Queen Elizabeth’s 
" \ golden wedding anniversary 

<eJ today will not be dominated 
by the great and the good, 
pi but by people who have made 
| j small- scale contributions to 
their communities. So, next 
M to Mr Blair and tbe Queen at 
the top table at Banqueting 
Eft) House in the City of London 

Bffifgljj will be Laurie Dennis, a 

ffilf U II B IU maintenance team leader at 

8&ne Nissan’s factory near Sunder- 
J land, and Gillian Shields, a 

34-year-old police constable 
and UK community police officer of the year. The 350- 
strong guest list has been designed to reflect a broad 
spread of the country in terms of geography, age and gen- 
der. Charities and other groups were asked “not to send 
their top brass”. John Kampfher. London 


Ha 


RETAIL SALES 


Surge revives rate rise fears 


A surge of pre-winter shopping caused a strong rebound 
in UK retail sales last month, reviving fears of further 

interest rate rises. Retail sales volumes grew 6.4 per cent 

in October compared with October last year, markedly 
foster than September’s annual increase of 3.8 per cent 
September's sales were sluggish because of unseasonably 
warm weather and the death of Diana. Princess of Wales, 
at the beginning of the mouth. 

The robust rate of growth heightened City expectations 
that the Bank of England would raise interest rates again 
to rein in consumer spending. The FTSE-100 share index 
traded nearly 60 points lower immediately after the sales 
data were published. It eventually closed down 15 points, 
at 4830. 

But the Treasury and the Office for National Statistics, 
the government's statistical agency, yesterday empha- 
sised signs that the pattern of sales was slowing down. 
The Treasury said sales volumes over the last three 
months were “little changed” compared with the previous 
three months. Richard Adams. London 


PENSIONS 


End of state scheme signalled 


The government has given the clearest signal yet that the 
1 State Earnings Related Pensions Scheme (Serps) is to be 
wound down. John Denham, pensions minister, yesterday 
indicated that ministers could abolish the scheme for new 
entrants, and those who have opted out of Serps in favour 
of private pensions. 

Outlining the general principles of the government's 
proposed “stakeholder” pensions, Mr Denham said: “We 
will retain Serps as an option for those who wish to 
remain wi thin it”. Liam ffalligan and Jonathan Guthrie 
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TECHNOLOGY 


Y ou would expect users or 
software considered vital 
to the design, engineer- 
ing and manufacturing of 
everything from aircraft to 
racing cars to be worried if the 
vendor gets into trouble, goes 
bust or gets taken over. 

Who, customers always ask, 

will DOW maintain and support 

the software, and for bow long? 

Yet it is a measure of how tena- 
ciously the epithet “struggling" 
has stuck to Computervision that 

when one of the best known, 

longest-established names in 
computer-aided design (Cad) lost 
its independence earlier this 
month, customers took the news 
in their stride - just as Wall 
Street seemed to shrug its shoul- 
ders. 

The US company is one of the 
biggest players in the estimated 
£4 bn (£L3bn) market Tor mechan- 
ical design software. Its Euro- 
pean client list reads Uke a roll 
call of big nam es In the automo- 
tive and aerospace sectors - the 
Airbus consortium, Rolls-Royce 
Aerospace, Peugeot Citroen, 
Land Rover and many more. But 
It was unable to exploit its client 
base fully, partly because cus- 
tomers were worried by its finan- 
cial shakiness. 

In September, after years of 
corporate upheaval and weighed 
down by a mountain of debt, 
Computervision approached 
Parametric Technology, a 
younger, nimbler rival, resuming 
talks that were terminated late 
last year. As a result of an agreed 
all-share deal, valued at about 
$260m, 500 of Computervision's 
1.200 staff, including all the top 
management, will lose their jobs. 

“We are are not that surprised 
by the takeover,” says Shorts 
Brothers, the Belfast-based aero- 
space group that uses Computer- 
vision software. “We feel it 
makes good business sense.” 
Other users also broadly wel- 
comed the deal, which has yet to 
be completed. 

The stability of Cad vendors is 
an important issue for customers, 
especially in the aerospace indus- 
try with its long-running product 
development progr amm es. The 
ability to use Cad lies at the 
heart of broader efforts to com- 
press product development and 
manufacturing times, and share 
information across an enterprise. 

Computervision is best known 
for its Cadds mechanical design 
software, now in its fifth version, 
but is also increasingly active in 
the wider arena via a concept 
that it called Electronic Product 
Definition. 

Not surprisingly. Parametric 
has moved quickly to reassure 
customers that Computervision’s 
products and its relationships 
with users will be maintained. 


The takeover of Computervision should answer 
worried users* concerns, writes Andrew Baxter 

Designs for 
survival 



Four-play: the developers of Land Rover's Freelander four-wheel drive vehicle used Computervision’s Electronic 
Product Definition tools to help streamline the design proces s 


“Computervision had us speak to 
a few key customers. We've met 
them and told them our expecta- 
tion is to continue these prod- 
ucts,” says John Stuart, Paramet- 
ric's vice-president of corporate 
marketing. 

The stories of the two 
Massachusetts-based Cad compa- 
nies are closely intertwined. 
Parametric was founded in 1985 
by Samuel Geisberg, a former 
geometry professor at the Univer- 
sity of Leningrad who had previ- 
ously worked at Computervision 
with his younger brother Vladi- 
mir. Computervision lost several 
Important executives to the 
upstart Parametric, whose chief 
executive. Stephen Walske, once 
called it “our happy hunting 
ground”. 

Parametric launched its Pro/ 
Engineer software in 1988 and by 
the early 1990s was t akin g the 
mechanical design market by 
storm, largely at the expense of 
Computervision and other suppli- 
ers. Its most important innova- 
tion was the ability to work out 
automatically how an entire mul- 
ti-part design would change if the 


size of one component was 
altered. 

The software remains the 
“world class benchmark” for 
mechanical design, says Mr 
Stuart Rivals have caught up in 
technology terms, says Michel 
Th6ran. head of Paris-based MT 
Consulting and one of the early 

Cad lies at the heart 
of efforts to 
compress product 
development and 
manufacturing 
times 


developers of Cad software, but 
Parametric still has “good 
momentum”. 

Contrast this with the misfor- 
tunes of Computervlsian. These 
are often blamed on its che- 
quered corporate past - acquisi- 
tion by Prime Computer in 1988. 
the debt-laden leveraged buy-out 
of Prime a year later to escape a 
further hostile bid. and the re- 


emergence as Computervision in 
August 1992, via a controversial 
initial public offering. A profits 
warning left shares at half their 
$12 offer price just six weeks 
later. 

But Mr Therein says Computer- 
vision’s real problem was its 
products. “The core of Cadds 
goes back to end of the 1970s.” he 
says. “For version 5. to keep up 
with Parametric, they tried to 
add one more layer of software 
on top of another that was basi- 
cally old.” 

As for Electronic Product Defi- 
nition, which uses an army of 
automation techniques such as 
product data management to 
Speed up engineering and manu- 
facturing processes, Mr Thdran 
says Computervision was “deliv- 
ering a kind of dream" to its 
installed base. It is the right con- 
cept, but never became fully 
available. 

“From the user point of view, 
for the last 10 to 12 months, Com- 
putervision was surviving only 
because a few major companies 
were so committed to using its 
software that they were ready to 


pay to keep it going,” be says. 

Ray Wilson, director of product 
operations for British Aero- 
space's Airbus business, broadly 
agrees with Mr Thenm’s views 
on Computervision 's products. 
'Hie Airbus consortium bad con- 
tracted some 20 mouths ago to 
use Cadds 5 for design work but 
was particularly attracted by Its 
PDM software. This is playing an 
increasingly important role in 
the Airbus Concurrent Engineer- 
ing (Ace) project, which aiwis to 
develop common product devel- 
opment processes across the con- 
sortium. 

“We set up a contract with a 
whole list of functionalities that 
they planned and had not yet 
seen through, 1 ' says Mr Wilson. 
“It was a question of closing 
some of the gaps in the software. 
We did not have any doubt that 
they would get there - the ques- 
tion was bow long would it take 
and would they run out of 
money." 

Two months ago, as the cur- 
rent chairman of Ace, Mr Wilson 
led a small delegation to Compu- 
tervision to learn more about its 
business plan. 

“We got a story about cost 
cuts . . . and did not feel comfort- 
able when we came back,” be 
says. Subsequently, though, Com- 
putervision brought Parametric’s 
Mr Walske to see them. Tt was a 
satisfactory meeting,” says Mr 
Wilson. “It did seem that it [Para- 
metric] would meet our needs 
and that Computervision's prod- 
ucts would survive ." 

Mr Stuart at Parametric says it 
is clear that Computervision's 
viability had been in question. 
“That question has now been 
soundly answered.” he says. 

Mr Thferon, however, wonders 
whether Cadds, the Computer- 
vision flagship, will survive 
beyond the next few years. 

Parametric, he says, is mainly 
interested in Computervision’s 
products for the areas beyond 
mechanical design, where its own 
position is relatively weak. 

Parametric. Mr Stuart agrees, 
is “very excited” about products 
such as Optegra. This is an 
enterprise-wide data manage- 
ment system that gives users of 
corporate IT systems access to 
the results of the engineering 
design process without the need 
to recreate data. 

The growing demand bom 
industrial customers for such 
products, and for so-called 
“end-to-end" product develop- 
ment and manufacturing solu- 
tions sneb as PDM, is turning 
suppliers such as Parametric into 
“one-stop shops”. 

Computervlsian was one of the 
pioneers of the approach, but 
could not. It seems, prevent itself 
born becoming a “foil-stop shop”. 


Worth Watrhing • Vanessa Houlder 



Ail the comforts of 
a smart home 

Up to now, proponents of the 
“smart home” have focused, on 
computer pr ograms that can 
control lighting, ventilation 
and heating. Now the concept 
has been advanced still farther 
by the development of a 
co mpu ter system that can 
predict the occupants' needs by 
registering their day-to-day 
movements and habits. 

The computer science 
department of the University of 
Colorado at Boulder has 
installed a system of sensors 
and actuators in a former 
school buflding. The sensors 
continually monitor 
temperature, light, sound and 
motion, the opening of doors 
and windows, outdoor 
conditions, boiler temperature 
and hot water usage. A 
computer system using neural 
networks - learning devices 
based on the wiring of the 
brain - learns to predict which 
rooms will be occupied at what 
tunes when hot water will 
be needed. 

University of Colorado: US, tel 
30349231 H ; 

mozer@cacoloracfo.edu 


Practical device 
to cut pollution 

A relatively inexpensive 
approach to catting pollutants 
in car fames involves mixing 
fuel with a hydrogen-rich gas. 
Even wmnTi amounts of the gas 
can significantly cut pollutants. 

Researchers at the 
Massachusetts Institute of 
Technology are developing a 
device that exploits this' 
principle without requiring any 
significant technical advances 
to the engine design. 

The device is a plasm atronu 
an electrical gas heater 
commonly used to produce 
hydrogen-rich gas for industrial 
applications. The researchers at 


the MIT Plasma Science and 
Fusion Center and the BattrOe 
Pacific Northwest National 
Laboratory have pro dueeda 
compact, low-power version. 

The device, which is the stee 
of a large soup tin, can convert 
petrol, diesel and “bio” fuels 
such as vegetable oils to 
hydrogen-rich gas. 

MIT: US tel 6172535324; e-mail 
thomscavg'miLedu 


Search engine 
gets focused 

Searching for information on 
the world wide web can be 
frustrating and 
time-consuming, since search 
engines tend to generate lots of 
irrelevant sites. 

Now researchers at the 
Technion-lsrael Institute of 
Technology have developed a 
search engine. W3QS, which 
yields more accurate results 
than existing systems by 
looking for structures and 
relationships within 
documents, rather than just 
searching for key words. The 
researchers are looking for 
partners to develop the system 
further. 

Techmon-Israel Institute qf 
Technology: web, 
vMio.es. technion. ac. ill 


Battery power 
charges ahead 

Lighter and longer-lasting 
rechargeable batteries are 
urgently needed for future 
generations of laptop 
computers and mobile 
telephones, lithium ion 
batteries, usually seen as the 
most promising candidates, 
have the disadvantage that 
their cathodes usually contain 
cobalt, which is costly and 
toxic. 

Manganese oxide cathodes 
are more environmentally 
friendly and potentially 
cheaper but cannot be 
recharged often enough before 
the battery wears out. 

However, a new type of cathode 
synthesised by researchers at 
the University of Texas appears 
to be close to overcoming the 
usual problems. They have 
synthesised a manganese 
oxyiodide cathode, whose 
structure promises to overcome 
the usual problems. 

University of Texas: US tel 
5124711791; e-mail 
mumth@maiLtitezas.edu 


SIEMENS 

NIXDORF 



Change... 

While new customer needs are leading to increas- 
ingly complex and individualized solutions, today’s 
organizations are facing additional challenges due 
to the extreme dynamics of their markets. Only 
dramatic gains in productivity can assure lasting 
advantages. To succeed in this environment com- 
panies need to change. And they need employees 
whose ability to leam and collaborate can drive 
this change. 



Management... 


Siemens Nixdorf is living this change. As 
the largest European-based IT vendor, 
Siemens Nixdorf is getting its knowledge 
out to the customer. Through 250 units 
that operate flexibly and capably in the 
marketplace. Globally linked through 
intranet and Internet, they're turning their 
own knowledge edge into advantages for 
their customers. 



by Siemens Nixdorf. 

Corporate change hasto be consistently managed. As 
your fT partner, Siemens Nixdorf has the know-how 
that’s necessary to gear your processes to the business 
ottomorrow. And our consultants know what's needed 
to speed up the change process iri your organization 
and involve your people in achieving the goals that have 
been set Because if you're able to offer new services 
and make the right use of future IT solutions, you'll enjoy 
a crucial competitive edge. 


Write to: 

Gerhard SchuImeyer,Fax: +49 89/836-48483 
E-Mail:gerhard,schulmeyer@mch^ni;de 


Siemens Nixdorf: User Centered Computing 
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I f war. is hell, war movies 
caa be purgatory. We ait 
for two hours in. damna- 
tion’s ante-room, wonder- 
ing if we are expected to 
tut-tut from- a moral distance or 
to tremble at the npamt^ of. the 
flames. 

Welcome To Saraoejo and 
Regeneration are two British 
(anti)war films that make the 
audience feel even more confused 
than usual Are they about the 
utility, or the futility, of con- 
science? Director Michael Winter- 
bottom (Butterfly Kiss, Jude) dra- 
matises ITN war reporter 
Michael Nicholson's memoir 
about the moral pangs that led 
him to adopt a Bosnian homeless 
girL Gillies 'McKinnon (Small 
Faces ) h,ews stolid cine-agony 
from Pat Barker’s Great War 
novel. In which the invalided 
Siegfried. Sassoon squared up to 
the forces of jingoism and primal 
psychiatry. - 

In both fiirpsf war is an odd,, 
distant thing , hire the -wail of a 
cosmic tinnitus. Regeneration 
opens with a stupendous over- 
head shot across a battlefield, 
whose corpse-strewn wastes and 
smoking trenches are like Stan- 
ley Spencer out of Hieronymus 
Bosch. 

The intensity is sustained in 
the first scene at Craiglockbart 
Castle, the army's mental curato- 
riuxn. We watch Sassoon’s fellow 
poet Wilfred Owen (Stuart 
Bonce) wander a wintry, crow- 
cawing wood, like a man painting 
the iconography of his mind even 
as he walks through it. 

But then the talk starts - and 
never really stops. As James Wfl- 
by’s flimsily drawn Sassoon locks 
minds with Jonathan Pryce’s tor- 
mented but liberal-minded psy- 
chiatrist Rivers, Regeneration 
begins to ache, with loaded argu- 
ment and moral complacence. 


Pryce/Rivers’s humane treatment 
methods are scripted to. form a 
huddyish bond with Sassoon’s 
poetic pacifism, while we are 
encouraged to hiss and boo at the 

fatale walk-on dernmwr from file 
military establishment to the 
batty aversion therapist (John 
Neville) who treats shellshock 
wzth.physical pain. 

Gone are the complicating mid- 
tones of Barker's novel: its homo- 

REGENERATION . 

GOfies MacKinnon 

WELCOME TO 
SARAJEVO 
Michael 
Winterbottom 

SEVEN YEARS IN 
TIBET 

Jean-Jacques Anhand 

LAWN DOGS 

John thdgan 


eroticism (we would barely know 
Sassoon was gay) or Its delving 
in the minutiae of Rivers's meth- 
ods. And gone is any raison d’etre 
for the fourth main Character, 

the Bj ifwy u ian.iah yrtim g ♦ / imm y 

(Jonny Lee Miller) who gained 
pointfulness on the page by. echo- 
ing on into the remainder of 
Barker's trilogy. His function 
here is simply to stand about 
megaphoning, the obvious. 
“Maybe you're the one who’s ill,” 
he tells Bryce, in one of the film’s 
all. too typical bursts , of R.D 
Laing for simpletons. 

* 

Welcome To Sarajevo is no better, 
possibly worse. For the first 
Bn gHsH-Tangnag fr film to co nfr ont 
the Bosnian war. It is a mess of 


dejd mu Name your movie, from 
Under Fire to The KSting Fields. 
and you have seen the same arc 
in the hero from cynicism to sen- 
sitisation, the same, “you-are- , 
there” hand-held camerawork, 
and the same picture of the war 
. correspondent community as a 
melting pot of national stereo- 
types, Simmering in a bullet- 
marked hotel. 

While American Woody Harrel- 
son is scripted for standard good 
ol r hoy flippancy (“Only two good 
things came out of Bngland: 
America and the Beatles”), Step; 

Dfflane as the Michael Nic- 
holson clone is an equally stan- 
dard-issue brittle Brit, with a dry 
humour and plug-in conscience. 
“This isn’t the lead story," some- 
one says of the infamous bread 
queue massacre. "What is the 
ip«»Q story — the second coming?” 
a«fr«t Dfflane. 

Good point. In this film, 
though, the' bread queue isn't 
the lead story either. Nothing 
so imgraspable, so truly, untidily 
tragic would appeal to the pop- 
corn set So we must home in cm 
a sentimentally appealing young- 
ster and our hero’s bid to whisk 
her from Sarajevo. 

Dflbme’s face is a mask of acto- 
rish set-lipped stoicism, varied 
with the occasional pious bon 
moL “We're the vultures" he 
says, vying for khinktoess with 
Regeneration’s "Maybe you're the 
one who’s ill”. 

And as he and we bob through 
the fire-zones with rock music 
often drowning the sound of bul- 
lets - rhetoric p re ferr ed to reality 
— the film pohogg to the endan- 
gered importance of the western 
conscience, and never mind the 
eastern European’s soul or sur- 
vival chances, unless they are 
attached to a viewer-friendly 
presence. 

★ 


The week does not improve. As a 
title. Seven Years In Tibet sounds 
like a warning, or even a sen- 
tence. Must we serve the foil 
2,500 days, we wonder? And wfll 
there be any change of scenery, 
beyond Brad Pitt’s' face framed 
forever against the Lhasa monas- 
teries? . 

I learned from the press notes 
afterwards that the film’s truth- 
based Austrian hero, Heinrich 
Harrer, embodies a trajectory 
from callous self-involvement to 

spiritual enlightenment Yon 
would never know it from the 
film. 

Here there seems no difference 
between Brad Pitt the younger, 
an Adonis mountaineer with 
blond hair billowing atop Nanga 
Parbat (whither he has sallied 
from Nazi-occupied Graz) and 
Pitt the elder, still billowing 
blandly as the Red Army stamps 
into the Dalai Llama's land, 
whither Harrer has fled fr om a 
British PoW camp. 

D irector Jean-Jac- 
ques Annaud. 
whose taste for sce- 
nic showdowns 
between the brut- 
ish and beatific gave us Quest 
For Fire and The Name Of The 
Rose, here finds the scenery but 
fluffs the showdown. The Third 
Reich starting point is thrown 
away, perhaps wisely in view of 
recent discoveries that Harrer 
was an SS member, and Mao’s 
takeover of Tibet comes so late 
that we are already anaesthetised 
by the snowcapped mountains, 
the purring prayer wheels and 
the sub-Los* Emperor scenes with 
the holy boy and his Euro-tutor 
in their forbidden city. 

★ 

Lavm Dogs, thanks be, leaves 
actuality alone. Nowhere in the 
history books win you find the 



Jonny Lee Mifler as the Everyman-tsh young tommy in ‘Regeneration’, Gillies MacKinnon’s 
stolid cine-agony version of Pat Barker's Great War novel 


tale of Trent (Sam Rockwell), a 
young trailer-dwelling oddjobber 
who forms a fatal friendship with 
10-year-old Devon (Mischa Bar- 
ton), the elfin daughter of two 
Kentucky suburbanites whose 
lawn Trent mows. 

Add a pair of col lege delin- 
quents, a slain dog and a folk tale 
that comes to life and you still do 
not have the measure of this 
eerie al fresco chamber drama 
itimi-tid (as if far surreal- 
ism) by an A wgl n -A nrfraliaw in 

America. 


John Duigan, of Flirting, puts 
Naomi Wallace’s debut script on 
screen as if he believed every 
word and is determined that we 
wilL Each thp.ma from class con- 
flict to parental repression to sex- 
ual growing pains is vividly 
dabbed in, while the camera 
plays witty compare-and -contrast 
games with the hygienic serenity 
of “Camelot Gardens.” the cod- 
Georgian hmismg estate, and the 
spooky, faery beauty of the boy’s 
wood. 

Frisk is for the even more 


adventurous, though a stronger 
talent than director Todd Verow 
was needed to lend palatability to 
this grisly tale of kllling-for- 
lusL 

By contrast. Nothing To Lose 
(15. Steve Oedekerk) is a feeble 
Disney road comedy with Tim 
Robbins and Martin Lawrence 
misfiring on all cylinders, and 
Inventing The Abbotts (15, Pat 
O’Connor) is a torpid growing-up 
tale set among the idle rich of 
yesteryear. Like The Magnificent 
Ambersons, only not 


Opera/David Murray 

Budd in Flanders 


W hile Co vent Garden 
remains dark, Lou- 
don . opera-lovers 
should' remember 
the Flanders Opera, “De VIaamse 
Opera”. This excellent company 
plays alternately in Antwerp and 
Ghent, both of them lively, pic- 
turesque towns, each boasting a 
fine 19th-century opera-house, 
you 

The company used to perform 
everything in Flemish, but nowa- 
days all its operas are sung in the 
original languages, and first-rate 
soloists are. hired from far and 
wide: British and American solo- 
ists are much favoured. It does 
not play in repertory; instead, 
each opera is performed for a 
week or more in Ghent (or Ant- 
werp), and then in Antwerp (or 
Ghent). Its performance-stan- 
dards match the English 
National Opera’s - and the 
acoustics are better. 

Britten’s Billy Budd, its cur- 
rent offering In Antwerp, shows 
them in sound form. (Still to 
come, this season: Rigoletto, 
Scmele. Tristan, Massenet’s Cen- 
drillon. Twandat and concert- 
performances of Strauss’s 
Daphne.) Elgar Howarth con- 
ducts the Britten with his cus- 
tomary efficiency and dispatch; 
the stark staging, a co-production 
with the Cologne Opera, is by 
Willy Decker. 

Wolfgang Gussmazm’s basic set 
is a bare wooden deck, steeply 
raked, with an unchanging sea- 
scape behind it, and partitioned 
off for interior scenes. Decker’s 
conception of the opera is very 
black-and-white, literally so: 


Frode Olsen’s gaunt Claggart 
looms in black, whilst alone 
aiming the dflrlu-biri sailors Billy 
- the lusty Viennese b a ritone 
Michael Kraus, much given to 
exuberant open-arm gestures — is 
fetchingly dressed in casual 
whites. . 

So as to place the central con- 
flicts in high relief Decker keeps 
the crew faceless and well-drilled. 
The Flanders male chorus , is 
strong and splendid. The minor 
solo roles, mostly taken by Brit- 
ish, American and Common- 
wealth singers, «Wnp briefly and 
then drop back into the crowd. 

The New Zealand bass Grant 
Dickson sings Dansker, properly 
disillusioned and weary, the Aus- 
tralian Christopher Lincoln 
makes a touchingly hopeless 
Novice. Among the rest, the 
American Robert Bark’s ringing 
baritone makes a notable mark 
as lieutenant Redburo. 

. Captain Vere. the linchpin of 
the drama, is Covent Garden’s 
Robin Leggate. Presumably cm 
Decker’s instructions, he plays 
him as a nervous, slightly prissy 
fish-out-of-water - naively vul- 
nerable to Billy’s innocent 
charm, but less like a seasoned 
captain than, say, a visiting bota- 
nist. More pathos than gruvitas, 
then; but at the crisis-point Leg- 
gate sings with desperate elo- 
quence, much in the Peter Pears 
mould. If the production is sche- 
matic and bleak, it lays the 
action bare to potent effect . 

Further performances in Ghent . 
November 26, 28 and 80 and 

December X (01032-6-225-2425). 



Musical/Alastair Macaulay 

Synthetic bump and grind 


Ute Lemper and Ruthie Henshafi: manipulative murderesses In 
the revival of the Bob Fosse musical ‘Chicago’ 


R eeking to hell of non- 
stop cheap cynicism and 
beefed-up synthetic sexi- 
ness. Chicago is a know- 
ing musical that raunchily pro- 
claims the vileness of this world 
and invites you to enjoy your 
knowledge of this vfleuess with 
it. It is about murderesses who 
manipulate publicity to pervert 
the course of American justice 
(discuss, if you have the nave, 
with reference to recent events); 
or rather it is about the cult of 
publicity as manipulated by slick 
lawyers and cold-hearted murder- 
esses. It tells its gruesome tale 
with minimum subtlety and max- 
imum razzle- d azz l e. 

Chicago, new in 1975, is a 
heavy-handed retelling of Rozie 
Bart, the 1940 movie of which 
(starring Ginger Rogers) has a 
more piercing wit, a lighter 
touch, and an infinitely more 
stylish sense of Chicago in the 
jazz age. The music for Chicago, 
by John Kander, is slight rag- 
time-vaudeville material but so 
inflated by big-band brass treat- 
ment that it whips up plentiful 
applause. It eschews the rhyth- 
mic intricacy (and the melodic 
vitality) of the jazz age it pre- 
tends to depict, but puts over 
Fred Ebb’s wiseguy lyrics with 
punching force. The original 
director-choreographer. Bob 
Fosse, who devised the book with 
Ebb and staged it pumped up 
this barbed little entert ainm ent 
into tbA pounding bump-grind- 
strut-and-split in-your-face far- 
rago that it remains. 

The new production of Chicago 
is an import from Broadway. 


recast for the West End. Directed 
by Walter Bobble and choreo- 
graphed by Ann Reinking “in the 
style of Bob Fosse”, it began life 
as one of New York City Center's 
superb series of Encore! Great 
American Musicals, Its West End 
cast is more or less as good as 
the Broadway cast I saw in Janu- 
ary, and the whole production is 
a great improvement on the 1980 
West End staging. But so what? 
The relentless cynicism of the 
show is stDl repellent. 

R oxie, a married woman, 
shoots her lover and 
goes to jaiL She soon 
learns the publicity 
game, in which she swiftly sur- 
passes Velma Kelly, hitherto the 
Mistress of Media Manipulation 
on Murderess Row. She feigns 
victimhood, she feigns preg- 
nancy, she feigns pathos, and, 

like V elma , she soon finite that 

she wants fame more than she 
wants a “not guilty” verdict 
The only way Fosse. Bobbie, 
and Reinking know how to tell 
this is with non-stop sexiness in 
a woeftdly limited and repetitious 
lexicon of movements. Even the 
chorus of journalists part their 
thighs, shake their shoulders, 
and split their legs apart as they 
take down Roxie’s story. This 
method is designed to show the 
crossness of this society and to 
titillate you at the same time. 

Ruthie Henshall is a singer 
whom 1 have hitherto found all 
too android in her glassy vocal- 
ism and unspon tan eons charm 
(her maquillage remains too Bar- 
bie Doll). Rosie Hart, however. 


may be her best role to date; cer- 
tainly she is a big improvement 
on the neckless, middle-aged and 
affected Retaking, who performed 
the role in the recent Broadway 
production. Henshall here pro- 
duces some quiet singing that is 
thrilling (the achingly hi g h , soft 
line “Ooooh but it ain't” is super- 
lative), and shows a new warmth 
in her middle register. 

Ute Lemper, who plays Velma, 
is, by contrast, the most bizarre 
newcomer to the West End in a 
lung time. With her grey, tattered 
voice and her shoulders fre- 
quently hoisted up to ear-level, 
she is like a cartoon. She is all 
mannerisms, rattling her vibrato 
and batting her eyelids and hik- 
ing back her lips far too often. 
But she is so odd and game a 
performer that you end up liking 
her. So what if she has macaroni 
legs with knobbly knees and 
peculiarly angled shins? So what 
if her Hanning r eminds one of the 
ostrich ballerina in Fantasia ? 
Lemper turns out to be a real 
clown, and an enthusiastic one. 

Henry Goodman sings excel- 
lently as lawyer Billy Flynn and 
acts weU in his slightly too fierce 
and unspontaneous manner; C. 
Shirv ell's Mary Sunshine is too 
obviously a man in drag even 
before he is visible; Nigel Planer 
overdoes the woebegone diddums 
act of Roxie’s husband, Amos. 
But the level is high. If you need 
to see Chicago, then you may as 
well see it here. The nasty taste 
it leaves in the mouth is inten- 
tional. 

Adetphi Theatre, London WC2 



■ BARCELONA 

EXHIBITION 
Ftindactt Joan Mir6 
Tel: 34-3-329 1908 
www.ttcn.ijmfro.es 
Alexander Calder: centenary 
celebration of work by the maker 
of mobiles. The show focuses on 
his dose relationship, with Mfro; 
opens today 

■ BERLIN 

OPERA 

Deutsche Oper 

Tel: 49-30-34384-01 
A Ida: by Verdi. Staged by Gfitz 
Friedrich, with sets and 
costumes by Pet Batmen; Nov 22 

■ COPENHAGEN 

EXHIBITIONS 

Louisiana' Museum of Modem 
Art Humlsfeaek - : 

Tek 45-4919 0719 

www.lod$ians.& 

Alberto Savinto, Paintings 
1827-1952: around 30 still fifes, 
landscapes and mythological 


Compositions by the relatively 
unknown brother of de Chirico. 
Hte work combines abstract and 
figurative elements, end In many 
.ways parallels de Chirico’s own; 
to Jan 11 

■ HOUSTON 

EXHIBITIONS 

Museum of Fine Arts, Houston 

Tek 1-713-639 7750 : 

The Dak Mirror Picasso, 
Photography and Painting. More 
'•than 300 works, the majority of 
them photographs, which wifi 
Illustrate toe relationship between 
the various mecfia in which 
Picasso worked. The display 
Includes studies of works in 
' progress, self-portraits, and 
photographs of Rousseau and 
Braque. The exhibition has been 
seen tn Paris and will travel to 
Japan; to Feb 1 

■ LONDON 

CONCERTS . 

Barbican Ha9 
Tek 44-171-638 8891 
■9 The Sibelius Cycle; Sir Colin 
Davis conducts the London 
Symphony Orchestra in a . 
programme kududlng Symphony 
: No, 3 and Symphony No. 4; 
Nov 20 

• The Sibefius Cycle; Sir Colin 
Davis conducts the London 
Symphony Orchestra in a- 
programme including Symphony , 
No, 5. With soprano Katarina 
Ocrfayman; Nov 23 

EXHIBITIONS 
National Portrait Gafiery 
Tet 44-171-3060055 


Bruce Weber first major museum 
retrospective devoted to Weber's 
portraits, this show includes 
some 200 prints, of subjects 
ranging from young Hollywood 
stars to the Duchess of 
Devonshire; opens today 

OPERA 

English National Opera, 

London CoUseum 
Tab 44-171-632 8300 
9 Falstatt by Verdi. This 
co-production with Opera North, 
first seen In Leeds; is conducted 
by Dohnanyf and directed by 
Matthew Warchus. Cast includes 
Aten Opie in the title rote; Nov 
21, 24 

• The Magic Flute: by Mozart 
Nicholas Hytner's production, 
revived by David Rrtch and 
conducted by Christopher 
Moulds; Nov 20, 22, 25 

Royal Albert Hall 

Tet 44-171-5898212 
The Royal Opera: Otelto. by 
Verdi. Conducted by Jacques 
Detactta in a staging by ESjah 
Moshlnsky; Nov 21, 22 

Shaftesbury Theatre 
Tet 44-171-379 5399 
The Royal Opera: II barbtere di 
Swig5a, by Rossini- New 
.production staged by Nigel 
Lowery; Nov 24 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler PaitiCon 
Tet 1-213-972 8001 
Los Angeles Phfiharmonic: 
conducted by Paavo Jfirrf in 
works by TTiffr, Mozart and 


Mahler; Nov 21. 22, 23 
OPERA 

L A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.laoperB.org 
Countess Maritza; by KOlmfin. 
Premiered in Santa Fe this 
summer, this lively production by 
Linda Bravsky stars Ashley 
Putnam and is conducted by 
John Crosby; Nov 22, 25 

■ MADRID 

OPERA 

Teatro Real 

Tel: 34-1-516 0600 
La Monnaie: touring production 
of Britten’s Peter Grimes. 
Conducted by Antonio Pappano 
in a staging by Wflly Decker; Nov 
20, 22, 23 

■ NEW YORK 

EXHIBITIONS 

Mefropofitan Museum of Art 

Tek 7 -212-879 5500 
www.metmuseum.org 

• Flowers Underfoot Indian 
Carpets of the Mughal Era. 50 
rugs from the 16th to 18th 
centuries. With loans from private 
collections In India, Europe and 
Japan, the exhibition indudes 
masterpieces never before 
exhibited; opens today ' 

• Francesco Clemente: Indian 
watercolours. Album made by 
the Italian contemporary artist in 
India over the last two years; 
opens today 

• King of the Wold: A Mughal 
Manuscript from the Royal 
Library, Windsor Castle. The 


Padshahnama, by Abdul-Hamid 
Lahawri, made for the emperor 
Shatvdahan, builder of the Taj 
Mahal, and one of his finest 
possessions; opens today 

• Idee Landscapes: from the 
Berggruen Klee CoBection; opens 
today 

• Wordrobe: show exploring the 
relationship of fashion to 
self-expression in language; to 
Nov 23 

OPERA 

Metropolitan Opera, Lincoln 

Center 

Tek 1-212-362 6000 
www.metopera.org 
9 Don Giovanni: by Mozart 
Production by Franco Zaffire®; 
Nov 21 

• The Rake’s Progress: by 
Stravinsky. New production by 
Jonathan Writer, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey; Nov 20, 24 

New York City Opera, New 
York State Theater 
Tel: 1-212-870 5570 
www.nycopem.com 
9 La Bohfrme: by Puccini. New 
York City Opera. Conducted by 
George Manahan and staged by 
Gradate Sdutti; Nov 20, 21. 
22,23 

• Marco Polo: by Tan Dun, 
premiered in Munich last year. 
New production conducted by 
the composer and cfirected by 
Martha Clarke; Nov 22 

■ PARIS 

DANCE 

Optra National do Paris, Palais 


Gamier 

Tek 33-1-43439696 
Paris Opera Ballet mixed 
programme - Sofr de fate by 
Staats. L 5 Artesian ne by Petit and 
La Symphonie fantastique by 
Massine; Nov 21 

OPERA 

Optra National de Paris, Opdra 

Bastffle 

Tek 33-1-4473 1300 
9 Der RosenkavaJiec by 
Strauss. New production 
conducted by Edo de Waart in a 
staging by Herbert Wernicke. 
Cast includes Rerfae Fleming, 
Susan Graham and Barbara 
Bonney; Nov 20. 23 

• Nabucco: by Verdi- 
Conducted by Pinchas Steinberg 
in a staging by Robert Careen; 
Nov 22 

■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tek 1-415-864 3330 
www.sJdpera.com 
9 Eugene Onegin: by 
Tchaikovsky. Yuri Temirkanov 
conducts his 1980s Kirov Opera 
production, with a cast including 
Anthony Mlchaete-Moore and 
Elena ProWna; Nov 22. 25 

• Guillaume Tefl: by Rossini. 
Conducted by Patrick Summers 
in a staging by Loft! Mansouri. 
Cast includes Patricia Racette; 
Nov 21. 24 

• PeUdas et M6Ssande: by 
Debussy. Conducted by Donald 
Runnictes In a production by 


Colin Graham. Frederica von 
Stade and Simon Keenfyside sing 
the title roles; Nov 20, 23 

■ TOKYO 

CONCERTS 

Suntory HaO 

Tel: 81-3-3289 9999 

9 Chamber Orc h estra of 

Europe: conducted by Emmanuel 

Krivine in works by Ravel, 

Strauss, Wagner and Bizet; 

Nov 25 

• Staatekapefle Balm: 
conducted by Daniel Barenboim 
In symphonies and piano 
concertos by Beethoven; Nov 23 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service racfio for 
Eirope can be received in 
western Europe on medium wave 
648 KHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC Europe 

ItLOO: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30c Financial Times Business 
Tonight 

9 CNBC 

0830: Squawk Box 
1000: European Money Wheel 
18 . 00 : Financial Times Business 
Tonight 
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Economic Viewpoint ■ Samuel Brittan 

Markets can be wrong 

The height of absurdity is successfully reached when financial markets 
take a more hawkish view of sound money than central bankers 


O ne of the more 
foolish of finan- 
cial sayings is 
“Never argue 
with the market''. Of course 
you would he rash to bet too 
much of your own money 
against market opinion. But 
you are certainly allowed to 
entertain the idea that mar- 
kets may occasionally be 
wrong. 

The case for accepting 
markets as a system for 
allocating resources does 
not depend on the belief 
that they can infallibly tell 
us either what will happen 
or what ought to be done 
about it by policymakers. 
The case is rather the one 
that Churchill argued about 
democracy: that it was the 
least bad system he knew. 

There is also a more sub- 
tle argument against merely 
following market opinion. 
There will always be one or 
two key prices or quantities 
which policymakers will 
have to set to avoid 
extremes of inflation and 
deflation. At a time when 
financial institutions are 
changing too rapidly to rely 
on money supply targets, 
central banks have to 
depend on setting short 
term no minal interest rates. 
Here the markets are watch- 
ing the central banks just as 
much as the central banks 
are watching the markets. 

Some of the French Bour- 
bon monarchs used to com- 
plain about supporters who 
were plus royalists gue le 
roi. Similar absurdities 
occur when financial mar- 
kets are more hawkish than 
central bankers who are a 
byword for sound money. 
These remarks are 
prompted by the recent 
statement of the Bundes- 
bank president Hans Tiet- 
meyer - echoed by the pres- 
ident of the ' European 
Monetary Institute Wim 
Duisenberg - that European 
central bankers had come to 
an understanding that inter- 
est rates among the founder 
members of Europe’s eco- 
nomic and monetary union 
would be oriented towards 


the rates of the core coun- 
tries - he mentioned Ger- 
many, France, Austria and 
the Netherlands - not the 
average of all participants. 

Previously, financial mar- 
kets had been projecting 
that short-term interest 
rates for prospective Emu 
members would converge at 
around 4V, per cent, which 
represented a rough aver- 
age. But the statement by 
Mr Tietmeyer makes it 
much more likely that they 
will converge at not far 
from 3% per cent, the rate 
now prevailing in the care 
countries. So the central 
bankers were taking a much 
less hard-money attitude 
than the markets. 

Since the Bundesbank 
president spoke, market pro- 
jections of European inter- 
est rates in 12 months’ time 
have dropped, according to 
Goldman Sachs estimates, 
but only by a couple of deci- 
mal points. Of coarse the 
earlier market view could 
still prove right if the Bund- 
esbank increased interest 
rates substantially for 
domestic reasons. But, 
despite sabre-rattling by 
some Bundesbank Council 
members. Mr Tietmeyer 
now gives the impression 
that this is unlikely - citing 
a more favourable develop- 


ment of inflation and money 
supply since the modest 
increase last October. 

The excessively hard 
money attitudes of financial 
markets mostly stem from 
one basic mistake. Too 
many analysts just look at 
prospective growth rates - 
often based on optimistic 
forecasts - and then say 
that they are too rapid to 
achieve official inflation 
objectives. The concentra- 
tion on rates of change 
rather than levels of output 
is the single most Important 
error made by financial 
commentators, politicians 
and officials when they dis- 
cuss the economic outlook. 

To take the reductio ad 
absurdwn : a growth rate of, 
say, just below 3 per cent 
per annum might be too fast 
for many countries at the 
height of an inflationary 
boom. But it would be far 
too slow if the same country 
were coming out of a 1930s 
type depression. It could 
also be too slow for conti- 
nental countries emerging 
from 1990s type stagnation. 

It is not only the Bundes- 
bank that is less hawkish 
than the financial markets. 
So is the US Federal 
Reserve, which has 
increased interest rates 
later and by smaller 
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amounts than the hard 
money brigade have wanted. 
Even the Bank of England, 
which Is anxious to estab- 
lish its tough anti-inflation- 
ary credentials, has dissoci- 
ated itself from the inflation 
hawks by publishing a pro- 
jection showing a sharp fall 
in economic growth and a 
return of underlying infla- 
tion to just below target in 
the course of 199S. 

Alan Greenspan, the Fed 
chairman, has made no 
secret that bis reluctance to 
tighten the monetary screws 
is based not only on US 
domestic considerations but 
also on developments in the 
Pacific on the collapse of 
the stock markets of the 
Asian tigers and the vulner- 
ability of the Japanese 
banking system. 

These dangers are dis- 
counted by the hawks on 
the grounds that the Asian 
tigers are still a small pro- 
portion of the world econ- 
omy. This is to dismiss any 
snowball effect, it is also to 
overlook the effect on confi- 
dence, not merely of any 
Japanese banking collapse 
but of the fear erf one. We 
need a world tightening of 
monetary policy now as we 
do a hole in the head. 

But much more impo rt a nt 
than crystal gating is pre- 
ventive policy. It is absurd 
that Japanese Industry 
should be producing much 
less than it is capable of 
doing - and without infla- 
tionary pressure - because 
people are doubtful of the 
viability of the financial 
paper they hold. This is just 
the type of emergency in 
which a government guar- 
antee for financial deposits, 
if not for individual banks, 
makes sense, backed if nec- 
essary by an international 
support operation. 

Realistically however, 
recovery in Japan is likely 
to involve a further depred- 
ation of the yen and be 
export-led. The counterpart 
is of course a current 
account deficit for other 
countries, above all the US. 
The prospect makes emi- 


nent sense when the Japa- 
nese tend to over-save at 
sustainable levels of gross 
domestic product and the 
Americans to under-save. 
The resulting trade imbal- 
ances will unwind them- 
selves in later years without 
the need for misguided pol- 
icy intervention at the 
behest of analysts who 
regard current account defi- 
cits by English-speaking 
countries as a sin against 
the Holy Ghost. 

Finally, how can my stric- 
tures on the wisdom of 
financial mar kets be recon- 
ciled with my view that the 
Bank of England should 
make more use of i mplicit 
market forecasts of inflation 
rates rather than its own 
projections? With difficulty, 
hut they can be. Market 
forecasts are now available 
three years ahead. Accord- 
ing to the Rank of England 
they suggest an inflation 
rate of 3'A per cent rather 
than the official target of 2‘A 
per cent 

Does this mean that the 
R ank should ruthlessly 
increase interest rates by as 
many percentage points as 
are necessary to force the 
financial markets to lower 
inflation expectations to 2 % 
per cent? Certainly not It 
would probably not succeed 
even if it tried. For the 
result of such a draconian 
policy could be such a 
severe downturn in activity 
that the markets would 
rightly predict that policy- 
makers would be forced off 
the inflation target 

The right moral is just 
that the Bank should give 
the benefit of the doubt to 
tighter policy when it is 
unclear what to do, and 
thus hope gradually to per- 
suade markets to take more 
seriously the official infla- 
tion objective. Even this 
sacred duty would in an 
emergency have to take sec- 
ond place to the UK’s duty, 
as a modest but significant 
member of the international 
finan cial community, to 
contribute to world finan- 
cial stability. 
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Events show that Emu unlikely 
to receive such a shock 


From Professor Geoffrey 
Maynard. 

Sr, Many Eurosceptics 
base their opposition to a 
single currency on the need 
of European countries to 
mamtaiw exchange rate flex- 
ibility to meet country- 
specific shocks, but, more 
often not, they do not 
specify the nature of these 
shocks or their likelihood. 

Response to real shocks is 
d early helped by exchange 
rate flexibility but how often 
do country-specific real 
shocks occur? In the last two 
decades. Europe has cer- 
tainly seen two: the UK 
becoming a significant oil 
producer in the early 1980s 
fieceagitaring a real apprecia- 
tion of Sterling- , and German 
reunification at the begin- 
ning of the 1990s, necessitat- 
ing a real appreciation of the 
D- Mar k. Given the broad 
similarity of the industrial 
structures of European coun- 
ties. how frequently should 
we expect to see a repetition 
of shocks such as these? 

Monetary shocks occur 
when central hanks lose con- 
trol of money supply or 
when there is an exogenous 
shift in demand for money. 
Given that the European 
Central Rank will control 
money supply in Emu as a 
whole, and that destabilising 
shifts in demand for money 
are rare, monetary shocks 
are not likely to present a 


problem. In short, too much 
weight is placed on the need 
to preserve exchange rate 

flexibility in order to meet 
country-specific shocks. 

Geoffrey Maynard, 
Investcorp International, 
Investcorp House. 

48 Grosvenor Street, 

London WlY 6DH. UK 

From Ms Ruth Lea. 

Sr, Lords Barnett and 
Haslam's letter (November 8) 
contained several worrying 
statements. First, the main 
reason for our economic dif- 
ficulties when we were in 
the BRM was our Inability to 
trim interest rates to suit 
our economy - the level of 
the pound was a secondary 
factor. As the Bundesbank 
had effective control of our 
monetary policy there was 
little UK authorities could 
do in the face of recession. 
The markets knew this and, 
rightly, ensured the pound 
was ejected from the ERM. 

Second, the letter implic- 
itly refers to the pound's 
“gyrations" against the 
European currencies which 
would, of course, cease if the 
UK joined Emu. But we 
should remember that only 
half of our current account 
transactions are with other 
members of the EU - so 
Emu would bring a haven of 
peace for only half of our 
trade. Moreover, against the 


dollar the pound has 
recently been quite stable. 

Third, it is widely accepted 
that inflation stability is a 
prerequisite of growth and 
markets determine exchange 
rates - central banks do not 
manage them. 

Fourth, the letter suggests 
that economic convergence 
could become a “reality'* 
over the next two years 
because the UK economy 
could be slowing while the 
other EU countries could be 
growing. Even if this were to 
happen, this would not be 
cyclical convergence and 
any capacity utilisation mea- 
sures would probably still be 
different. And. fifth, I cannot 
agree with the notion that 
joining Emu would lead to 
sustainable convergence . 
when there are, almost uni- 
versally acknowledged, cycli- 
cal and structural differ- 
ences between Britain and 
the continent. Disaster is the 
for more likely outcome of 
handing over economic con- 
trol to the European Central 
Bank under such circum- 
stances. That is why we in 
the loD (folly backed bv our 
membership) say no to Emu 
membership "for the foresee- 
able future". 

Ruth Lea. 

bead of die policy unit. 
Institute of Directors, 

116 Pall Mall. 

London SW1Y SED. UK 


Impeccable credentials to head ECB 


From Ms Anastasia 
Tzanarxzs. 

Sir, Your analysis of the 
nffirifli Fr ench communique 

that a Fr enchman should 
h e«d the European. Central 
Bank and the subsequent 
attack on Mr Wim Dafoen- 
berg's candidacy by the Ital- 
ian prime minister, provide 
an OTCpfient basis for what 
the Dutch foreign minister, 
Mr vanMierlo, called a 
“rational compromise" (“Mr 
Trichet and the ECB”, 


November 6 and “Duisen- 
berg sees bank prospects 
recede”, November 12). 

Here is a suggestion: 
Lucas Papademos, governor 
of the Bank of Greece. One 
could hardly think of a more 
suitable candidate: impecca- 
ble academic credentials 
(PhD from MIT. Conner pro- 
fessor at Columbia Univer- 
sity) and a most successful 
tenure at the helm of the 
Greek central bank as a the- 
oretician, policy maker and 


manager. And what if 
Greece is not included in the 
first round of the Emu? Such 
an eventuality would add 
one more qualification to 
Papademos ’s candidacy: fair- 
ness and impartiality - two 
critical ingredients for the 
success of the ECB during 
its nascent years. 

Anastasia Tzavaras, 

7803 Fox Gate Court, 
Bothesda, MD 20817, 

US 


SINGAPORE 

offers excellent 
back-up to 
computer experts. 
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other exhibitions. 
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No. of Exhibitan 

6-5 Jan 

□ Foctbjll Expo Singapore 98 
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n Wireless Showcase Alla 98 
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22-24 ).m 

O Internet Woild International 
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1“ 19 Feb 
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□ Lauodiex Asia 98 

■ international fabricate and laundry 
equipment exhibition and conference 

□ Aquatccb Asia 98 

- international exhibition and conference 
on water technology 

□ Sinphxt 98 (AIF) 

- Asia's largest mantane exhibition 
featuring the latest technologies in 
maritime equipment and se rvices 

□ Cosmetic, Hair, Beauty 

St Fashion 98/Healthcare 98 
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51 Mar-2 Apr □ Cards Asia 98 

• display of smart cud and plastic card 
technology and applications 
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Personal View 


Make room for outsiders 



If it was bold 
enough, Europe 
could do something 
this week to cut 
unemployment 

$3fHiSS ' >rhe forthcom- 
ing European 
summit on 
^ jobs could be 
regarded as 
Just another 
talking shop. It is not. If this 
meeting goes the wrong way, 
it could further dim any 
hope of reducing mass Euro- 
pean unemployment. It 
could, however, help cut Job- 
lessness if it adopts the right 
policies. 

Over the past 20 years, 
unemployment has risen 
relentlessly in most Euro- 
pean countries. There are 
three main culprits. 

First and most obviously, 
the poor growth perfor- 
mance of the 1990s. Low 
inflation, low interest rates 
and stable exchange rates 
have not came for free in 
Europe — and this fs unlikely 
to change because the Euro- 
pean Central Bank win not 
want it and European gov- 
ernments will be unable to 
do it. 

The priority of the Euro- 
pean Central Bank will be to 
establish its monetary repu- 
tation, not to take responsi- 
bility for reducing high 
unemployment. National 
governments win not boost 
public spending much - 
even supposing tins to be a 
solution - because the sta- 
bility pact means they will 
need to aim at a balanced 
budget. 

The European Commission 
frag qq budgetary autonomy 
of its own. And as for the 
Luxembourg-based Euro- 
pean Investment Bank - 
whose reserves the summi- 
teers will announce, with 
much fanfare, can be spent 
on infr astructure and other 
worthy purposes - it is too 
small seriously to dent 
unemployment So there is 
little to be done in this 
area. 

The second culprit is the 
cost of labour, not so much 
wages as non-wage costs: 
payroll taxes and social 
security contributions raised 
to finance pensions and 
unemployment benefits. In 
Italy they account for SO per 
r*»nt of total labour costs. 45 
per cent in France, 42 per 
cent In Germany. To see how 


these taxes discourage work 
effort by employees and job 
offers by employers, . it is 
only necessary to lords at the 
countries where there is vir- 
tually no unemployment: in 
the US, non-wage costs are 
just 28 per cent of total 
labour costs; in the UK, 25 
pa 1 oent 

Ideally, the summiteers 
should be looking at ways of 
shifting the financing of wel- 
fare to other taxes (for exam- 
ple, on income or VAT) or 
reducing welfare costs. But 
given the sums involved, 
shifting the financing bar-. 
dan could push up the other 
taxes to politically unaccept- 
able levels, while reducing 
welfare is anathema in conti- 
nental Europe. So this prob- 
lem, too, will remain 
untackled. 

The third main cause of 
unemployment is the rigid 

structure Of European labour 
markets. Hiring and firing 
costs and intrusive regula- 
tions are crippling. These 
measures had originally 
been designed to protect 
workers from abuse. But 
now they are used to protect 
them from competition. 
Many of today’s employees 
are “insiders" who benefit 
from acquis sodaxtx (benefits 
acquired over time): they 
hardly feel the tremendous 
hardships imposed on the 
“outsiders'’, those without 
jobs. Making room for the 
outsiders is the most daunt- 
ing task that Europe faces 
today. 

In principle, there are var- 
ious ways of solving the 
problem. One is to let mat- 
ters become so bad that 
insiders become a minority: 
this is happening in Spain 
after years of unemployment 
above 20 per cent. Another is 
to stand up to insiders, as 

Many of today’s 
employees are 
‘insiders’ who 
benefit from 
acquis sociaux : 
they hardly feel 
the hardships 
imposed on those 
without jobs 


Margaret Thatcher did in the 
UK. 

But these are special 
cases. The current politics of 
continental Europe prevents 
governments from standing 
up to insiders: the socialist 
coalitions in France and 
Italy rely on the support of 
unions which represent the 
insiders, and Helmut Kohl, 
the German chancellor, hag 
been unwilling to stand up 
to the powerful German 
nnltm 

France and Italy seem to 
believe that restricting work- 
ing time will open doors far 
the outsiders. The reduced 
working week is often 
defended as a carrot to 
encourage insiders to give 
UP some of their perks. 

But the idea rests on a 
deep misund ers tanding of 
how labour markets operate. 
Imposing a legal limit on 
working time effectively 
imposes part-time unemploy- 
ment upon those who want 
to work fan time. If same of 
their working time is filled 
by others, the reduction in 
the number of unemployed 
people hides part-time unem- 
ployment. 

ft is true that some people, 
especially women of child- 
bearing age, wish to work 
part-time and in many coun- 
tries cannot because of taxa- 
tion and labour le gislation 
Liberalising part-time work 
could help them. But this 
would improve the lot only 
of a number of Insiders. It 
would do nothing to help the 
outsiders. 

More importantly, if the 
monthly wage is not reduced 
proportionately to the cut in 
working time, hourly wages 
rise and so do labour costs. 
The result is that firms will 
cut the total amount of 
hours that they buy from 
employees, shifting to more 
automation or moving pro- 
duction abroad. In that case, 
even measured employment 
declines. There will be more 
outsiders out in the cold 
while the insiders once more 
benefit from the deal: 
work, same pay. 

So what can be done? 

The best solution would be 
to roll back the welfare 
state, mainly pensions, but 
this Is politically unsavoury. 
A distant second best is to 
borrow. This is especially 
important as economic and 
monetary union will not 
work smoothly if mass 
unemployment continues to 
prevail and labour markets 


continue to function badly. 
The opportunity is to con- 
vince the insiders to agree to 
labour market reform. The 
problem is that borrowing is 
made impossible by the sta- 
bility pact. This is some- 
thing the summiteers could 
tackle. 

The forthcoming employ- 
ment summit should con- 
sider amending the stability 
pact governments would be 
allowed to borrow temporar- 
ily in excess of the 3 per cent 
limit under strict, explicit 
and precise conditions: that 
the mcuoey entirely goes to 
reducing labour taxes and 
that serious labour market 
reform be simultaneously 
enacted. Think of it as an 
investment in labour market 
reform, with a very high 
return. 

Conditionality is essential 
to guarantee that money is 
well spent. No serious 
reform, no exemption from 
the pact. The exemption 
should be on the table for a 
limited period to uphold the 
integrity of the pact 

The list of measures 
designed to introduce flexi- 
bility in the labour market 
should be agreed upon, 
based on lessons learnt 
everywhere: reduce or elimi- 
nate restrictions to hiring 
and firing, cut the duration 
of unemployment benefits 
and other entitlements 
which make long-term 
unemployment possible, 
introduce more active labour 
market programmes that 
require effective retraining, 
etc. The list must be realistic 
and failure to implement 
them in full would trigger 
the penalties provided for in 
the stability pact 

What about the unavoid- 
able carrot for the powerful 
insiders? The only solution 
is controversial: allow some, 
but not all, of the cut in 
labour taxes to be used to 
raise take-home wages, jobs 
for the outsiders and better 
pay for the insiders looks 
like a sensible and feasible 
deal 

Torben Andersen, Aarhus 
David Begg, London 

Paul De Grauwe, Leaven 
Juan Dolado, Madrid 

Francesco Giavazzl. Milan 

Charles Wyplosz. Geneva 
Klaus Zhnmennann, Munich 

The authors are research fel- 
lom at the . Centre for Eco- 
nomic Policy Research. TeL 
+44 171-878 2917 
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A threat to 
the world 


The Asian crisis has become a 
global threat. However destabi- 
lising for the countries directly 
concerned, this was not true 
when it affected only, a few 
countries in south-east Asia. It 
was not even true when it 
undermined emer gin g markets 
worldwide. But its spread to 
South Korea awt Japan changes 
the picture. A global debt defla- 
tion is now at least conceivable. 
That threat must be lifted now. 

As time has passed, the hid- 
den roots of the current crisis 
have become mare visible. The 
east Asian economies had - and 
have - powerful export-oriented 
real economies. But these 
strengths masked genuine 
weaknesses. 

Fast growth encouraged over- 
dependence on debt. It also 
raised the prices of land, induc- 
ing massive debt-financed 
investment in poor-quality pro- 
jects. Where exchange rates had 
been fixed, much of this borrow- 
ing was in foreign exchange. 

Such rickety financial struc- 
tures can survive only as long 
as rapid growth and stable 
exchange rates also do. Once 
these underlying conditions dis- 
appear. lenders find their collat- 
eral impaired and the sale of 
assets by bankrupt borrowers 
further reduces its value. 

Bad debts grow, while foreign 
lenders flee. The weakening cur- 
rency induces a rush into safe 
havens abroad. Once this hap- 
pens. intrinsically sound bor- 
rowers can easily be pushed 
into bankruptcy. Investment 
halts and growth slows down 
even more, further aggravating 
the panic. 

Debt deflation can then be 
spread globally in two ways. 
Hie first comes via devaluation 
and economic contraction and 
the second via panic. It is ratio- 
nal for lenders to try to get their 
money out of an economy, even 
if they believe it is fundamen- 
tally sound, so long as they fear 
everyone else will 

Significant panic 

The countries that have been 
affected by the crisis so far dif- 
fer greatly. But a similar pro- 
cess has afflicted aEL And, 
as the crisis spreads, the panic 
is becoming increasingly signifi- 
cant The growth prospects of 
these economies have not in 
reality all suddenly disappeared. 

South Korea’s involvement 
matters because it is big; its 
exports are twice the size of 
Thailand's; and its economy is 
as big as those of Indonesia, 
Malaysia and Tbailand put 
together. The bigger the devalu- 
ation of the won, the greater the 
pressure it will put on Taiwan, 
China and Japan. To the extent 


that these economies and cur- 
rencies follow suit, the greater 
will be the problems elsewhere. 

The US sends almost 40 per 
cent of Its exports to emerging 
Asia and Japan. It is inevitable 
that its growth will be reduced. 
So will Europe's. Even if those 
reductions were, in the words of 
Alan Greenspan, chairman of 
the Federal Reserve, "modest, 
but not negligible", the impact 
on profits could be significant 


That might trigger a sharp 
decline in equity markets that 
are still at generous valuations. 

Rescue operations 

The panic must be prevented. 
Now is not the time for ortho- 
dox deflationary policies. Gov- 
ernments must credibly 
announce that they stand 
behind the soundness of their 
financial systems, if not of indi- 
vidual institutions. Where for- 
eign currency liabilities are an 
important source of a country's 
problem, international rescue 
operations must be large 
enough to convince lenders 
their debtors will remain liquid. 

Once the challenge is stated 
in this way, it is evident that 
the central element must be 
Japan. Japan, the world’s larg- 
est creditor nation, with its 
weak economy and sick hanking 
system. Is in the same role as 
the US in the 1930s. It is both a 
big part of the problem and the 
source of the solution. 

If it chose, Japan could pro- 
vide as much hard currency as 
needed to help meet the 
short-term liabilities of coun- 
tries struggling with foreign 
debt and capital flight. The 
Tokyo government should con- 
sider large-scale landing to the 
governments in difficulty. 

As important, Japan needs to 
rescue its. economy from debt 
deflation. It must now state that 
the government will ensure the 
needed recapitalisation of the 
banks. In so doing, it win ward 
off the greatest danger: an 
attempt by enfeebled Japanese 
banks to save themselves by 
liquidating assets at home and 
abroad. This would drive down 
stock and bond markets every- 
where and could push the world 
economy into deflation. 

With the world economy In 
danger of burning, the time for 
fiddling la past Japan must put 
its domestic financial house In 
order. At the same time it 
should work with the other big 
industrial countries, above all 
the US, and the International 
Monetary Fund to halt the cur- 
rent regional contagion. It is the 
one country able to avert the 
growing threat of a panic- 
driven, global debt deflation. It 
must do so now. 


. . and also to 
South Korea 


louth Korea’s latest economic 
ackage shows it has at last 
rnken up to the urgency of 
inancial market reform to alle- 
iate its acute economic crisis, 
tut when the history books are 
/ritten, the measures are likely 
a foil into the classic category 
f “too little, too late". 

For too long, Kim Young-sam, 
be president, has dithered over 
apital market liberalisation 
nd the $2&5bn (£16fibn) in bad 
ebts accumulated by Korea's 
omestic banks. With reserves 
?ell below three months’ 
nports and short-term debt 
pproaching $80hn, the need far 
ubstantial outside assistance 
M)ks inevitable. 

Having accepted that, it 
jould be better for Korea to 
iove quickly to seek Interaa- 
ional Monetary Fund assis- 
uice rather than opt for a 
iecemeal approach that risks 
irther loss of confidence. 
Yesterday’s decisions to open 
ie country's domestic bond 
larket to foreign investors and 
icrease to $10bn the govern- 
lent’s rescue fund for the 
anks are only a start. The gov- 
rament Itself admits the need 
>r large-scale foreign borrow- 
ig both in the markets and 
irough swap arrangements 
ith central banks of the US 
nd Japan. But such support is 
□likely to be forthcoming wito- 
irt the confidence engendered 
y an IMF programme. 
Implementing the ba nkin g 
scue and repairing the rav- 
jed balance sheets of Korean 
jmpanies will involve deci- 
ons yet more painful than 
lose announced yesterday. 
3 me companies and banks 
lust close. The government 
ill also have to recapitalise 
istitutions. The economy will 
ike time to absorb the excess 


capacity created in the invest- 
ment spree of 1994-95. 

Of course, decisions are made 
no easier by the fact that the 
country is in the throes of a 
presidential election campaign. 
But Korea can ill afford to mud- 
dle through in the hope that 
foreign lenders will roll over 
short-term debt until a new 
administration is installed. 

The risks are too great of a 
vicious downward debt spiral 
which would undermine its 
credit rating for years. Besides, 
the Japanese and other Asian 
economies are for too fragile to 
cope with a Korean collapse. A 
Tbal-style devaluation of the 
won would cripple Japan's 
export industries with which 
Korea is In direct competition. 
A default on bank debt could 
severely impair confidence in 
inter national money markets. 

Nevertheless, in the midst of 
the gloom it is important to 
remember Korea's nndlmin- 
ished underlying industrial 
strength. While many of its 
hanka and companies may be 
insolvent, its foreign debt also 
remains manageable in absolute 
terms. At $ll0bn In March, the 
total is somewhat less than one 
year’s exports. Korean state bor- 
rowers could well afford to bor- 
row at long-term rates and use 
the proceeds to pay down the 
private sector's short-term debt 

Again, however, that can only 
happen in the context of a pro- 
gramme comparable with 
Mexico's SSObn rescue in early 
1995. Such a package may he 
harder to arrange since Korea 
has graduated from both World 
R»nk and Asian Development 
Bank borrowing. But if Seoul 
does the sensible thing and asks 
for help, the outside world 
should be generous as well as 
firm In its response, 


New game of monopoly 

The latest US anti-trust chief is confusing his critics by tackling 
the corporate big guys - and the minnows, writes Gerard Baker 


W hen Joel Klein, a 
steely lawyer 
known for a 
quick wit and an 
eclectic taste In 
music, was nominated by Presi- 
dent Bill Clinton to take charge 
of US anti-trust policy at the Jus- 
tice Department a year ago. his 
appointment prompted howls Of 
anguish from consumer groups 
and politicians. 

Mr Klein had a reputation as a 
brilliant corporate lawyer, but 
his record suggested he would 
- adopt a non-interventionist 
approach to competition policy. 
His renown as the friend of the 
corporate megalith was so wide- 
spread that he had a battle get- 
ting his nomination through Con- 
gress. “We’ve got an anti-trust 
fellow here who rolls over and 
plays dead,” said Ernest Bollings, 
a Democratic senator^ at Mr 
Klein’s confirmation hearings. 

Now, however, the political and 
corporate elites are not so sure 
that Mr Klein is the monopolist’s 
advocate. Last month, to great 
fanfa re, he announced that the 
Justice Department was seeking 
to fine Microsoft, the software 
company that is the most famous 
modern-day corporate giant. $lm 
a day for alleged monopolistic 
practices in signing exclusive 
internet-browser licensing agree- 
ments with personal-computer 
manufacturers. 

“Monopolies are legitimately 
achievable under anti-trust law," 
he says, but only “as long as anti- 
competitive behaviour Is not 
used to achieve or maintain " that 
monopolistic power. The implica- 
tion is that while he is prepared 
to tolerate some kinds of market 
dominance, be Is determined to 
stop big companies from exploit- 
ing their position. 

Within a month or so. Mr Klein 
is expected to announce another 
important derision - concerning 
Visa and Mastercard, the two big 
credit card companies, which are 
alleged to have a duopoly, 
squeezing out smaller rivals. Hie 
word from lawyers dose to the 
case is that Mr Klein may 
strike a blow against the corpo- 
rate Mg guy. 

Some observers believe the 
Clinton administration is 
embarking on an aggressive new 
interpretation of competition pol- 
icy, preparing to take the anti- 
trust regulators back to the 
grand old days of trust-busting 
earlier this century. 

“Anti-trust is back.” says John 
Drobak, a law professor at the 
Washington University at St 
Louis. “The Microsoft case is a 
really big deal that suggests a 
much tougher approach by the 
regulators.” 

Perhaps. But the reality seems 
to be more somewhat compli- 
cated than that would imply. Mr 
Klein and Robert Pitofsky, his 
counterpart at the Federal Trade 
Commission, the other agency 
responsible for anti- 
trust policy, are indeed evolving 
a redefinition of competition pol- 
icy for the modem economy. But, 
as the Microsoft case demon- 
strates, their approach is not an 
attack on big business per se. 
Rather, it is an attempt to bring 
US competition policy up to date 
with the realities of modem eco- 
nomics - adapting to the chal- 
lenges of fast moving technolo- 
gies and the growing 
globalisation of US business. 

“There is a new school of anti- 
trust policy today," says Joe 
Sims, a lawyer with Jones, Day, 



Reavis and Pogue. “It’s not just 
‘Big is Bad'. It is an intelligently 
aggressive approach to competi- 
tion policy - challenging anti- 
competitive practices more firmly 
than regulators have done for 
some time." 

The Microsoft decision is not 
part of a pattern of derisions by 
regulators to get tough on big 
companies. In fact, discerning the 
broad thrust of anti-trust policy 
has been difficult because it has 
seemed so inconsistent, say anti- 
trust lawyers. 

Earlier this year, the Justice 
Department - with Mr Klein as 
acting anti-trust chief - upset 
many consumer groups by allow- 
ing two huge regional telephone 
companies. Bell Atlantic and 
Nynex. to merge in a $23bn deal 

Then the Federal Hade Com- 
mission voiced barely a whisper 
of complaint against Boeing’s 
takeover of McDonnell Douglas, 
even though the merged com- 
pany controls more than half of 
the civ ilian airline market Anti- 
monopolists had to rely not on 
US regulators but on the Euro- 
pean Commission to force the 
two companies to abandon some 
practices that looked anti-com- 
petitive before the deal could go 
through. 

And, as the past year has pro- 
duced a frenzy of takeover activ- 
ity with deals worth more than 
$700bn in financial services, 
defence a nd telecommunications, 
neither the Justice Department 
nor the Federal Trade Commis- 
sion has made a serious attempt 
to block more than a few. 

But curiously, the regulators 
have been extremely active else- 


where. In March, the FTC 
blocked a planned merger 
between Staples and Office 
Depot, two office stationery sup- 
pliers. even thongh their com- 
bined market share was a small 
fraction of the stationery busi- 
ness. And earlier this year they 
refused to allow a merger among 
a group of gastroenterologists in 
Allentown, Pennsylvania. 

What are the principles of an 
anti-trust strategy that allows 
two of the world’s largest aircraft 
manufacturers to merge, but 
balks at collaboration among doc- 
tors in a small town? 

T he answer lies in the 
evolution of US com- 
petition policy over 
the past 30 years. 
Until the 1970s, the 
basic anti-trust approach was as 
it had been in the Teddy Roose- 
velt era at the start of the cen- 
tury - heroic trust-busting. 
Under successive anti-monopoly 
legislative acts, the Justice 
Department and the FTC pursued 
corporate giants, routinely break- 
ing them up. slapping down their 
merger plans or even prosecuting 
them for criminal anti-competi- 
tive practices. 

There was a big change in the 
early 1970s. The courts and regu- 
lators became more sympathetic 
to the pleas of business that large 
market positions were necessary 
to compete in global markets. 
Much greater emphasis was 
given to the efficiencies that 
might, result from being big. 

“The old anti-trust approach 
was as much a socio-political one 
as an economic one,” says 


Eleanor Fox, professor of law at 
New York University. “That 
changed when people began to be 
less concerned about bigness per 
se, and more interested in what 
was the effect on the consumer." 

This process was accelerated in 
the 1980s under the Republican 
administrations of Ronald Rea- 
gan and George Bush. The 
authorities created a virtue of 
regulatory inaction - getting gov- 
ernment off the backs of business 
was the Zeitgeist. During the 
merger mania of the 1980s, the 
anti-trust regulators largely let 
market forces run free. 

The most important aspect of 
today's policy framework is that 
the legacy of the past 25 years of 
anti-trust policy is now toe law. 
The rulings of the Justice Depart- 
ment and toe FTC are subject to 
approval by the court and 
increasingly the judiciary has 
pushed a minimalist role for reg- 
ulation. Anne Bingaman. Mr 
Klein's predecessor and Mr Clin- 
ton’s first anti-trust chief, discov- 
ered this when she lost a string 
of cases in the courts in which 
she tried to take on monopolies. 

“As a matter of law, toe regula- 
tors are limited in what they can 
bring to policy. But they do have 
a reasonable amount of discre- 
tion in what they can do," says 
Mr Sims, the lawyer with Jones. 
Day, Reavis and Pogue. 

But the new anti-trust regula- 
tors are using that discretion to 
refocus policy. The hallmark of 
recent anti-trust decisions is a 
stress on detailed analysis of the 
economics of the mergers, compe- 
tition and markets. There are 
several key elements: 


• More emphasis on efficiency 
gains. Earlier this year the two 
regulatory bodies issued guide- 
lines that appeared to make it 
easier for companies to justify 
big mergers on efficiency 
grounds. That approach under- 
lies toe derision not to challenge 
many of the mergers of the past 
year. Concern at the size of mar- 
ket share of some companies has 
been outweighed by detailed cal- 
culations of gains from the 
merger expected to benefit the 
consumer directly. “There is no 
longer the assumption that large 
market share is likely to be bad 
for toe consumer. If the compa- 
nies can prove efficiency gains, 
that would be enough to permit 
toe merger to go ahead." says 
Prof Fox. 

• A much more detailed exami- 
nation of what constitutes a mar- 
ket. When considering a compa- 
ny's market position, the 
authorities no longer look simply 
at their overall market share. 
Markets are broken down into 
detailed segments, so that, for 
example, even though Staples 
and Office Depot had only a 
small share of the overall market 
in which they were operating, toe 
FTC found they had real pricing 
power in a small sub market. 
Similarly, but at the other 
extreme, there is a recognition 
that many US companies now 
operate in global markets, and 
should be \iewed from that per- 
spective. as in the case of Boeing 
and McDonnell Douglas. 
“Increasingly the question is: 
What is toe real market in which 
a business is operating? Is it the 
whole world, or is it a city 
block?" says Philip Rudolph, a 
lawyer with Gibson. Dunn and 
Crutcher. 

• The anti-competitive threats 
associated with the growth of 
new technologies. Shortly after 
his nomination last year. Mr 
Klein remarked that the rapid 
development of new industries, 
such as information technology, 
required regulators to take a 
hard look to ensure these mar , 
kets did not get “bottle-necked". 

This was the driving concern 
in toe Microsoft case. Regulators 
believe that companies such as 
Microsoft and Intel - which is 
being examined closely for its 
dominance in the microchip 
industry - demonstrate how 
quickly fast moving businesses 
can become dominated by a sin- 
gle company. As information 
technology continues to create 
new products and markets, the 
risk of such dominance is that 
the successful company can 
exploit what economists call 
“network externalities" - using 
its control of an industry stan- 
dard to achieve a dominance In 
new markets. 

Mr Klein himself characterises 
the problem as a series of sprints. 
"Carl Lewis ran a number of 100- 
yard dashes and won each one of 
them. As long as they all start at 
the same starting line, that’s per- 
fectly fine with us. To the extent 
you can use market power to 
start five or 10 yards out, particu- 
larly in markets that are winner 
take all - that’s particularly 
serious." 

The Justice Department and 
the FTC believe they are operat- 
ing at a critical juncture in the 
development of new industries. 
Working within toe framework of 
liberal economics, they see their 
role as ensuring that the markets 
which have helped the US regain 
its competitive edge remain free. 


OBSERVER- 


mated to give investors time for Asset Management suggests 

that there’s brain behind the 


Mohamad’s book, ft blamed 
foreign “speculators" for “wild 
rumours", but refused to 
comment on a wire service 
report that its own traders were 
selling its shares. 

Public holidays are often used 
to unveil bad news, and Japan 
has one coming on Monday. 
During the last holiday, Sanyo • 
Securities, the seventh largest 
broker, went bust 


Pondering head 

. ■ A string of high-profile - and 
bo for successful - acquisitions 
by Morrill Lynch, culminating in 
yesterday’s purchase of Mercury 


brawn usually associated with 
the Thundering Herd. 


founders - looks favourite to 

Merrill Lynch Is just about the . take the chair. That would leave 
only Wall Street firm which still 


The convoy 
scatters 

. ■ U ntil this year, Japan’s hanks 
announced their results on the 
same day - all part of the 

country’s “convoy” system in 
which strong .companies stand 
shooMer-to-shonlder with their 
weaker brethren, 

Bui with deregulation 
looming, banks seem less keen 
on sectoral solidarity and 
yesterday started a three-day 
rolling programme of half-year 
figures. Bankers aren't clear 
about the reason for the change. 
Some claim they bad always 


proper scrutiny, but had taken 
pity on idle journalists who 
didn't want the bother of writing 
up bank results too often. 

. As red Ink engulfs the balance 
sheets - Fuji and Sanwa 
yesterday, with more of toe 
same expected today and 
tomorrow - some banks might 
feel that giving investors more 
time to crunch toe numbers 
wasn't such a good idea after aG. 


Going broker 

■ Ailing Japanese brokerage 
Yamaichi yesterday seemed 
desperate for excuses as its 
shares plunged nearly 40 per 
cent Taking a leaf out of 
Malaysian premier Mahatir 


employs someone to think about 
what it should do next - Jerry 
Kenney, executive vice-president 
for corporate strategy. 

Elsewhere on Wall Street 
chairmen and chief executives 
think they can do It alL ■ 
Massachusetts-born Kenney 
started out as a research analyst 
and joined Merrill Lynch in 1978 
when it bought his then 
employer White. Weld. A 
big-picture thinker, he talks 
more like an intellectual than a 
banker. So far, his vision has 
served Merrill well, and there 
might be mare to come: he's 


keeping a dose eye on 
deregulation in Japan. 

Another winner yesterday was 
British fund manager Carol 
Galley, one of MAM’S founders, 
who rase through the industry 
after joining S.GL Warburg in the 
early 1970s as a librarian. She’s 

been dubbed “the most powerful 

woman in Britain", and now gets 
headroom to rise farther as the 
only woman on Merrill Lynch’s 
executive management 
committee. 

Urbane Scot Hugh Stevenson 
is staying on as chairman of the 
enlarged fund management 
business, but with the best part 
of $4Qm in his back pocket toe 
former Warburg financier isn’t 
expected to stay for more than a 
year. After that, Steven 
Zimmerman ~ another of MAMs 


Galley very much m charge. 


Charlotte ruse 

■ If Ed Crutchfield was looking 
for a way to upstage his 
cross-town banking rival in 
Charlotte, North Carolina, he's 
found a heck of a way to do ft. 

The boss of First Union, toe 
biggest bank you may never 
have heard ot has been on a 
10-year acquisition binge which 
Is almost as remarkable as 
undertaken by Hugh McColl, toe 
former marine who runs local 
rival NationsBank. Between 


them, they've turned the 
financial backwater of Charlotte 

- dismissed by George 
Washington as "a trilling place" 

- into an unlikely banking 
centre to rival New York. 

McColl, known as toe more 
audacious of the two. seemed to 
steal the show earlier this year 
by agreeing to pay $i5bn for 
Barnett Banks in Florida - the 
most expensive bank takeover 
ever. Now Crutchfield, a keen 
fisherman, has gone one better: 
spending $16ton to reel In 
CoreStates. a Philadelphia bank 
that is bigger and more 
profitable than Me Coil's latest 
catch. 

Is this a case of a local feud 
run rampant? Not according to 
Crutchfield, who has always 
maintained a breezy indifference 
when asked when he minds 
living in McColl 's shadow. With 
the price for bank takeovers 
continuing to soar, First Union 
shareholders might wonder 
when enough is enough. 


A la modem 

■ Vietnam has announced the 
arrival of the internet - after a 
fashion. A high-speed 
communications link with the 
outside world isn't yet ready, 
and “firewalls" will block 
anything toe communist 
authorities don't like. Not so 
much a superhighway as a dirt 
track with checkpoints. 



100 years ago 

Room In Argentina 
If the United States ever shut 
their doors against 
immigrants, Europe will find 
plenty of room for its surplus 
population for many years to 
come in Argentina alone. A 
consular report from Buenos 
Ayres on the subject states 
that the population of the 
country at present numbers 
only 4.000,000, while the area 
is 3,000,000 square kilometres, 
which, supposing the density 
of toe population to be the 
same as that of France, would 
support 200,000.000 
inhabitants. The foreign 
element In the republic is 
already equal to one fourth of 
toe total population, and 
since 1893 the tide of 
immigration has steadily 
increased. 

50 years ago 

French Cabinet Resigns 
Paris, 19th Nov. M. Paul 
Ramadier, France's Socialist 
Prime Minister, faced with 
spreading national strikes 
already involving 600,000 
workers, resigned office 
to-night M. Ramadier handed 
to also toe resignation of the 
whole Cabinet An o ffi c ial 
communique said the 
resignation had been handed 
in so that "action may be 
taken in which all toe 
Republic and parties can 
engage their responsibility.” - 
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Styrenix 


Sivento 


as olefin derivatives for 
aunch on January 1, 1998 


The new name for polystyrene expertise, an Important 
raw material in, for instance, bathroom fixtures - 
on the market since October l, 1997 


Major silicone supplier and worldwide market leader in silanes, 
adhesives and sealants - market launch on January 1, 1998 



huls Infracor 


International competitor in services and infrastructure, 
with headquarters in Marl - market launch on January 1, 1998 


suppliers in their fields, ;and: we -have the sa_me ambitions io.r ; our 
seven newcomers. We know they’ll succeed thanks to enhanced 
capabilities, a distinct range of services, successful products and 
an unmistakable focus on the customer. We wish everyone in the 
Huls family - old members and new - a great future. 

Questions? Huls AG, Corporate Communications, Marl, 
Phone +49 E23651 49-2795 
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entering die market on January 1, 1998 
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M2, a state-of-the-art 
)5 window frames - 
trvber 21. 1994 
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The No. 2 producer worldwide of silicon wafers, the basic building 
blocks for microprocessors in electronic devices. 

A leader in the silicon wafer industry since January 1, 1959 
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YOUNG WORKING 
TOWN SEEKS LIVELY 
INTELLIGENT COMPANY. 

For fnD details including pkitns plume: 0J 952 2O3202 

Telferd. 


INSIDE 


GEC Alsthom at 
the crossroads 

Interest in GEC Alsthom is keen just now. 

While Its defeat by Siemens of Germany to buy 
part of Westmghouse, the US heavyweight, awn 
its failure to agree a merger with Framat om e, 
France’s nuclear specialist, have helped, the 
main reason Is a belief that the Anglo-French 
group may soon be floated. Page 21 

First Union strikes a tailing Mow 

The $i6bn offer by First Union for CoreStates 
will go down as a decisive event in the US bank- 
ing sector's continued consolidation. With 
assets now at $2Q2bn, First Union is the biggest 
bank in New Jersey and Philadelphia — impor- 
tant parts of the sought-after corridor of eastern 
states from Florida to New Jersey. Page 23 

Won’s fan adds to Korean Air's woes 

Korean Air, South Korea’s leading carrier >»»»» 
had a difficult year. A crash of a p afawn g er jet 
on Guam in August killed 228 people, while the 
plunge in the Korean currency, the won, could 
result in it posting the biggest loss by a listed 
Korean company for 1997. Page 19 

Inco cuts back after nickel falls 

In co. the world's biggest niniwi producer, is to 
dose five high-cost ftanariian mrnt>g and speed 

up planned job cuts at its Ontario and Manitoba 
operations to save $30m-$40m a year. It said the 
move was prompted by the recent sharp fell in 
nickel prices caused by unexpectedly big 
exports of nickel and scrap by Russia. Page 28 
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Key promotions at Lazard Freres 


By Andrew Jack In Paris 

Lazard Frferes, the secretive 
French merchant bank, is 
about to appoint five partners 
after a period of uncertainty 
about its future management 

Three of the nominees are in 
their 80s. The other two - both 
in iheir 50s - break ground as 
they are women, in a tradition- 
ally male-dominated profes- 
sion. All are already employed 
by Lazard Fr&res. 

The nominations semd a mes- 
sage that Lazard employees 
may attain greater responsibil- 
ity earlier, and that those from 
within may be preferred to 
others hired from government 
business or rivals. They also 
strengthen the ranks from 
which the future chairman 
may be chosen. 


French merchant bank signals change by 
youth and gender of nominated partners 


The choices, made at a top 
management muring late last 
week, are believed to be sub- 
ject to confirmation. The 
appointments will be 
announced at the end of the 
year, when the retirement of 
one or more of the older part- 
ners may also be announced. 

Lazard had a reputation in 
recent years as an at tra cti ve 
training ground for young 
merchant bankers, but with 
few opportunities for promo- 
tion to partnership. Its critics 
said that state of affairs 
resulted in a void of experi- 
enced, middle-aged bankers. Of 
its 15 partners, three are aged 


over 70, seven over 60, 
and only five are in 
their 40&. 

The firm has recently suf- 
fered from two turbulent and 
short-lived nominations. 
Edouard Stern, son-in-law of 
Michel David-Weill, head of 
the firm, and reputed to be his 
“dauphin*’, left in May to form 
his own investment business, 
partly supported by funds 
from Lazard. There had 
been friction with Mr 
David-Weill and other 
partners. 

Anne Lauvergeon. a senior 
adviser to France's former 
president Francois Mitterrand, 


was "parachuted” Into the firm 
in 1995, but left earlier this 
year after a row with Mr Stem, 
to join Alcatel Alsthom. 

Other more youthful part- 
ners who have left in recent 
years include Jean-Marie Mes- 
sier, who resigned in 1994 to 
become chairman of Compag- 
nie G£n6rale des Eaux, the 
French utilities group. 

The new partners, some of 
whom have worked for other 
investment banks, are Mathieu 
BucaDle. Jean -Jacques Guiony, 
Eric Maris, Nelly Leonhard 
and Franpoise Malrieu. 

Lazard is one of the few mer- 
chant banks that re mains a 


private partnership. The part- 
ners will acquire capital in the 
firm and sit on its governing 
committee. Mr David-Weill has 
set up structures to help dele- 
gate, but he retains strong per- 
sonal control. 

The firm remains resolutely 
attached to tts primary role as 
a specialist in mergers and 
acquisitions. It has resisted 
becoming an investment bank 
with a global distribution net- 
work, although it co-operates 
tightly with its associated Lon- 
don and New York partner- 
ships. 

Absent from many recent 
important French deals, it has 
rebounded with its work for 
Danone, the French agro-food 
group, and Generali, the Ital- 
ian insurer that has launched 
a hostile bid for AGF. 


Low gold 
price puts 
Pegasus 
at mercy 
of banks 


By Kenneth Gooding 
in London 

Low gold prices are 
threatening to their first 
substantial victim in Pegasus 
Gold, a US-based producer 
which features in the Finan- 
cial Times Gold Mines Index. 

Pegasus is at the mercy of 
its bankers after deciding to 
shut its Mount Todd mine in 
Australia's Northern Territory 
and to take a U5S358m write- 
down that will exhaust share- 
holder equity. 

“It no longer makes sense to 
operate Mount Todd given the 
continued deterioration of the 
gold price and the cost struc- 
ture of this project,” said Wer- 
ner Neunecker, president 
The write-down will put the 
company, which produced 
about 500,000 ounces of gold 
last year, tat default of certain 
restrictive covenants under 
the terms of a $L50m revolv- 
ing credit facility. 

Mr Neunecker said Pegasus 
had started discussions with 
its lenders and was working 
with financial advisers who 
specialise in restructuring to 
Investigate alter natives avail- 
able to tiie company. 

As long as there was no 
adverse action" by its credi- 
tors, he said, the company had 
sources of liquidity to con- 
tinue planned operations until 
the end of 1998. At September 
30 it had 315.9m cash, other 
current assets of 178m, and a 
hedge portfolio with a market 
value of $70m to |80m. 

John Bridges, analyst at 
Flemings Global Mining 
Group, said: “Pegasus must 
now convince the bankers that 
they stand more chance of get- 
ting their loans bade by allow- 
ing the company to trade its 
way back to liquidity. 

“The company has access to 
a little liquidity, primarily in 
the form of half the hedge 
book worth 835m to $40m. 
However, with its [production] 
cash costs forecast at about 
$275 [an ounce] in the second 
half of 1998 and 1999, the com- 
pany would probably be cash- 
flow-negative without the 
hedge positions.” 

Pegasus took full control of 
Mount Todd, Australia’s fifth- 
largest gold mine, in 1995. 
Now it has determined that 
the feasibility study for the 
project and construction was 
badly flawed. 

Pegasus also wrote down 

the value of other properties 

and its net loss for the first 
nine months was $436m or 
$10.57 a share. Is the nine 
months, it produced 353,100 
ounces of gold at a cost of $408 
an ounce. Its share price - $15 
at the peak in the past year - 
is down to $1-50. 

The Gold Fields Minerals 
Services consultancy esti- 
mated hi September that half 
the world’s gold mines were 
unable to show an accounting 
profit now that gold prices are 
near a 12%-yw low. 

Other North American com- 
panies have taken action. Bar- 
rick Gold is to close five 
mines, including two in Chile, 
and Echo Bay has written 
down its mines by USSSlOm, 
reducing its asset value from 

$940m to $48Sm. 

• Newmont Mining, the 
Denver-based holding com- 
pany which controls Newuiont 
Gold, North America's largest 
gold mining company, said it 
was cutting Its quarterly divi- 
dend from 12 cents a share to 
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Group feels US listing will counter poor Japanese figures 

Softbank may 
float Ziff-Davis 
to revive shares 


By Nicholas Denton 
in Las Vegas and 
NBchiyo Nakamoto in Tokyo 

Softbank, the troubled 
Japanese multimedia conglom- 
erate, is considering the flota- 
tion of Ziff-Davis, its largest 
subsidiary, on the US stock- 
market to revive its flagging 
share price. 

The flotation could take 
place by the first quarter of 
next year. Ziff-Davis publishes 
magazines such as PC World 
and puts on the large annual 
Comdex computer fair in Las 
Vegas. 

On the basis of prevailing 
earnings multiples for compa- 
rable US media companies, 
Ziff-Davis has an estimated 
enter prise value - market cap- 
italisation adjusted for debt - 
of some $4bn. The company 
expects earnings before inter- 
est, tax, depreciation and 
amortisation in excess of 
S300m in 1998. 

Softbank would be likely to 
float a minority of Ziff-Davis, 
with Softbank and Masayoshi 
Son, the group's founder and 
president, retaining a majority 
ultima t e management con- 
trol. 

Although * Softbank may 
wish to use some proceeds to 
redeem Y7Ubn ($565m) of con- 
vertible bonds it sold to 
finance its ex pansi on, a listing 
of Ziff-Davis in the US would 


be primarily designed to show 
the Japanese market is mis- 
pricing Softbank's businesses. 

Ziff-Davis alone could be 
worth more than the Softbank 
group, which has a market 
capitalisation of &25bn at yes- 
terday's closing share price of 
Y2750, an all-time low. That is 
less than half the value of Soft- 
bank's individual holdings, 
which include Kingston Tech- 
nology. Japanese publishing 
businesses and a $700m stake 
in Yahoo!, the internet group. 
Softb ank acquired the Ziff- 
Davis publishing business and 
Comdex in 1995, paying $2.lbn 
and $80Qm respectively. 

While these businesses have 
been lifted by the US technol- 
ogy boom, the group's share 
price has suffered from eco- 
nomic slowdown in Japan and 
doubts about its financial 
stability. 

“Most Japanese investors, 
analysts and journalists have 
never been to Comdex, never 
read Ziff-Davis publications, 
and never touched Yahoo!" 
said Masayoshi Son, at this 
week’s Comdex lair. “How 
could they understand the 
value of the businesses that we 
have integrated?" 

Ziff-Davis, separately quoted 
and followed by US investment 
bank analysts, would be 
judged alongside highly rated 
specialist media companies 
such as Mecklermedia. 


Glaxo ‘oversight* 
means tax credit 
for shareholders 


By Daniel Green 
in London 

Thousands of shareholders in 
Glaxo Wellcome of the UK, the 
world's second-largest pharma- 
ceutical company, win receive 
an unexpected tax benefit 
thanks to an “administrative 
oversight” by the company. 

Glaxo said yesterday it had 
mistakenly distributed an ordi- 
nary dividend instead of a for- 
eign income dividend (Fid) 
after declaring its interim divi- 
dend alongside its half-year 
results in July. 

Glaxo did not say who was 
at fault over the err or, but said 
it did not expect its tax charge 
to be affected. However, share- 
holders outside the UK, chari- 
ties in the UK and those who 
hold Glaxo shares in their per- 
sonal equity plans will receive 
tax credits. 

Fids, unlike traditional divi- 
dends, do not allow tax-exempt 
investors such as charities to 
reclaim tax. They were 
designed to help companies 
paying dividends out of large 
overseas earnings on which 
they were unable to reclaim 
advance corporation tax. 

Companies have been reluc- 
tant to pay Fids because tax- 
exempt pension funds could 
reclaim tax on traditional divi- 
dends. This tax relief was abol- 
ished in the last Budget, per- 
suading many companies 

rnrtnrWng Claim tO Switch to 

Fids. 

The company is sending 
letters to 240,000 shareholders, 
including 70,000 in the US, 
wh ere more than 9 per cent of 
Glaxo’s shares are held. The 
letter will Include a tax credit 
worth 3.75p a share, 25 per 
cent of the l5p-a-share divi- 


dend. If all shareholders were 
eligible for the tax credit, it 
would be worth £525m (S887m). 

The Wellcome Trust, which 
owns close to 5 per cent of 
Glaxo, said in July that 
Glaxo’s decision to pay a Fid 
would cost it up to £5m in lost 
income this year. 

Glaxo’s admission came with 
a 10-month trading statement 
It said US sales of former 
best-selling ulcer treatment 
Zantac fell by 66 per cent - on 
a year-on-year and constant 
exchange rate basis - during 
the first three months since 
the expiry of the patent on the 
drug. 

Such sharp falls are now 
commonplace when a big sell- 
ing drug loses patent protec- 
tion and competition intensi- 
fies. US sales excluding Zantac 
were up 21 per cent 

Sir Richard Sykes, n’Kairman, 
said: “Clearly the impact of the 
loss of Zantac sales in the US 
will continue to be felt in the 
months ahead. However, we 
are looking forward to strong 
growth from 1999 onwards." 

Total Zantac sales, 18 per 
cent of the company’s turn- 
over, fell 17 per cent at con- 
stant exchange rates. 

Glaxo did not give sales fig- 
ures yesterday, but Zantac 
brought in £807m in the first 
half of thin year. 

Total sales far the 10 months 
to October 31 were E6.7bn. up 7 
per cent 

“These figures show the 
underlying strength of our 
business. In the first 10 
months of the year, products 
accounting for 82 per cent of 
our sales grew by 14 per cent." 
said Sir Richard, 

Glaxo shares rose 15p to 

1281p. 



Softbank president Masayoshi Son: investors and analysts did 
not understand the businesses absorbed by bis company nun 


US chief 

to head 
Nomura’s 
global 
operations 

By Clay Harris, 

Banking Correspondent 

Nomura Securities. Japan’s 
largest investment bouse, has 
appointed a foreigner to head 
its international operations. 

Max Chapman, a US citizen 
who has worked for Nomura 
since 1989 and in 1990 became 
the first foreigner to be named 
to the board of a Japanese 
investment bouse, takes over 
as chairman and chief execu- 
tive of Nomura International 
on January 1. 

His move puts into effect 
Nomura's plan to make Lon- 
don the base of its interna- 
tional operations as he will 
remain chairman of Nomura 
Holding America, the US busi- 
ness. It also illustrates Nomu- 
ra's determination to snatch 
back the mantle of interna- 
tional pacesetter from Nikko 
Securities, its smaller Japa- 
nese rival. Nikko last month 
named Michel de Carvalho as 
head of its international 
operations and designated Lon- 
don. rather than Tokyo, as the 
control centre. 

Before joining Nomura, Mr 
Chapman was chief operating 
officer of Kidder Peabody 
Group and chief executive offi- 
cer of its investment banking 
and broker-dealer subsidiary. 
A former US marine, he is a 
close associate of Junichi Ujiie. 
Nomura's US-educated presi- 
dent, who was chairman of the 
New York operation when Mr 
Chapman was co-chairman. 

“The fact that Ujiie is in 
Tokyo and Chapman is in Lon- 
don is no coincidence,” 
Nomura said yesterday. 

In London, Mr Chapman 
replaces Takashi Tsutsui, who 
returns to Tokyo to head 
Nomura's new global invest- 
ment products division. Mr 
Tsutsui’s priority will be to 
develop products to add to 
Nomura’s current lines of 
eurodollar fixed income bonds, 
swaps and Japanese equities 
and government bonds. 

Mr Tsutsui’s move is also a 
sign of Nomura's push for glo- 
balisation. He is finishing his 
second stint in London, where 
be has had overall responsibil- 
ity for Nomura's international 
markets division the combined 
debt-equity operation which 
has been folly integrated with 
Tokyo. Takumi Shibata will 
remain president and chief 
operating officer of Nomura 
International. 


IF YOU HAVE 


A HUNGER 


FOR BUSINESS 


WE'VE 


GOT THl® 


- rW' 

• V v’\ > 


*v 







You are ambitious to grow. You can see opportunities. 
And so can wc.Thats why atThe Royal Bank of 
Scotland we offer a broad range of financing 
solutions to meet the needs of a growing business. 
From working capital, asset finance and leasing, • 


• K j-r-nj O'Hi^n 

f1<*! .it,.,. -M Jli.ljy r 


co mezzanine, debt and equity finance, we can 
satisfy your hunger for business. 


Call us now on 0800 34 35 36. 


The Royal Bank 
of Scotland 


The Royal Bonk erf SCMfaMI pie. ftatgtaand Office-- J* St Andrew Square. Edinburgh EH2 am Rcftocrvd in Scactand No. 901 1 JL 
Regulated by IMRO.SFAand Personal I mmtroem Authority 









18 


FINANCIAL TIMES 


THURSDAY NOVEMBER 


20 1997 


MERRILL LYNCH - MAM 


Tracy Corrigan and Qay Harris analyse the repercussions for 
the industry after Merrill Lynch’s acquisition of MAM 


storming 


* 


It has been a year of rapid 
change tor VS financial insti- 
tutions. Merrill Lynch, 
which started the year as an 
investment banking giant, 
was overtaken by the merger 
of Morgan Stanley and Dean 
Witter, and Travelers Smith 
Barney's takeover of Salo- 
mon Brothers. 

But the empire is fighting 
back. Yesterday’s acquisi- 
tion of Mercury Asset Man- 
agement puts the Thunder- 
ing Herd back in the game. 
“It’s a good fit for Merrill." 
said Mr Michael Flanagan of 
Financial Service Analytics. 

The deal "furthers their 
strategic objective of being a 
truly global integrated full- 
service financial firm and 
will accelerate integration" 
within the financial services 
industry'. 

It was also a tremendous 
coup because it came out of 
the blue. Although MAM 
had been a potential take- 
over target since SG War- 
burg’s 75 per cent stake was 
placed two-and-a-balf years 
ago. no one got a anticipa- 
tory sniff of Merrill’s secret 
“Project Messenger", with its 
allusions to the Roman mes- 
senger of the gods. 

Analysts said MAM's 
strong institutional presence 
in Europe fitted well with 
Merrill's business, which 
includes a huge retail bro- 
kerage network with 
Sl.OOObn of assets under con- 
trol 

“1 think it’s a bold move 
but I think it's the right 
move," said Mr Paul Scura, 


head of investment banking 
at Prudential Securities. "It 
gives them a level of institu- 
tional credibility far beyond 
what they had in the past." 

Despite its acquisition of 
Hotchkis and Wiley a year 
ago. Merrill has not been a 
large or notable force in US 
institutional asset manage- 
ment. Led by the MAM man- 
agement team, it plans to 
change that 

MAM's command of inter- 
national financial markets 
“gives them a plus." says Mr 
Michael Lipper, president of 
Lipper Analytical Services 
who notes wryly that “for 
some groups a British accent 
is worth 10 basis points". 

However, while MAM has 
a strong UK business, it has 
yet to establish a real foot- 
hold in the emerging market 
for pension funds and 
mutual funds in Europe. “I 
don’t think Mercury has 
established much in conti- 
nental Europe. But many of 
the trends - the personalisa- 
tion of retirement pensions 
in the UK - will translate 
into the continent” 

Hugh Stevenson. MAM’s 
chai rman, said the takeover 
would give his company 
“extraordinary access to the 
US and other markets. It 
gives us access to Merrill 
Lynch’s capital and informa- 
tion technology”. 

The combined firm will 
have “a product line to com- 
pete with anybody” said 
David Komansky, Merrill's 
c hairman and chief execu- 
tive officer. He said Merrill 


would expand its existing 
private client business and 
distribution network in 
Europe. : 

The MAM deal, /however, 
will also provide a fillip to 
Merrill in its home market 
Merrill Lynch-branded prod- 
ucts are sold only through 
its own retail network, an 
exclusivity jealously 
guarded by an army of sales 
people. 

Merrill plans to use Mer- 
cury as an alternative brand 
in the US, to be sold through 
competing networks. This 
will require the creation 
from scratch of a wholesale 
distribution operation. 

At about 3 per cent of 
assets under management, 
Merrill is paying a fall price 
for Mercury, according to 
analysts, who note that it is 
at the high end of recent 
deals. "When Merrill makes 
an acquisition, it buys 
choice properties at full 
prices," observed Sallie 
Krawcheck, securities indus- 
try analyst at Sanford C. 
Bernstein. 

She noted that its record 
of integrating acquisitions 
such as Smith New Court In 
thp UK and FG, the S panish 
broker, has been strong so 
far. but 'they’ve done so in a 
bull market”. 

Merrill conceded it was 
paying a “very full price" for 
a stand-alone asset manage- 
ment group, but argued that 
the combined group would 
grow foster together than 
either could separately. Mr 
Komansky said: Tm very 


hopeful that this is not a top 
of the market transaction". 

In Europe, Merrill has only 

recently begun to shed Its 
Image of an American 
abroad. It is now the leading 
equities dealer In the UK 
and in Spain and has a grow- 
ing presence in markets as 
Italy. Yet it lacks dedicated 
"country funds” to sell 
through its nascent retail 
networks. 

Merrill's competitors, such 
as Salomon Brothers and 
Goldman Sachs, will now be 
eyeing comparable opportu- 
nities more keenly than 
ever. But, noted Mr Lipper. 
"the issue has never been 
buyers, it's been sellers. WlQ 
something that wasn't for 
sale yesterday become for 
sale today beause of the fear 
of what the Merrill acquisi- 
tion mens and/or because 
people axe drooling at the 
price?" The answer, he sus- 
pects, is that it could, hut 
there "aren't that many 
great names” av ailable 

For Merrill, the question is 
what next. Mr Komansky 
believes this is the begin- 
ning. not the end, of a five- 
year period of rapid consoli- 
dation in the financial' ser- 
vices industry, Merrill has 
said that it win have to tar- 
get growth outside the US, 
given its existing capacity in 
the mature domestic market 

Merrill said It envisaged 
making no other fund man- 
agement acquisitions of this 
size, although niche deals in 
specific sectors and coun- 
tries were possible. 



Hugh Steve 


(left) and David Komansky 


There are a number of 
obvious holes to fill, for 
example in Asia, where asset 
prices have fallen considera- 
bly. Mr Komansky said that 
he would not be interested 
in buying Yamaichi Securi- 
ties, the troubled Japanese 
brokerage, but that the firm 
was looking at other meth- 
ods of distribution in Japan. 


Merrill executives in Lon- 
don indicated Japan would 
be a priority for growth as 
deregulation began. 

Mr Komansky said that 
the firm was interested in 
ac qui s i t i ons in Asia outside 
Japan, but noted that there 
were few truly pan-Asian 
businesses. "There couldn’t 
be more than three or four 


organisations that might be 
attractive and we’ve looked 
at all of them. It's more 
likely that if the opportunity 
arose we’d do what we did in 
Australia or Spain” where 
Merrill has bought local bro- 
kerage businesses. 

Merrill also has gaps 
which need to be filled in 


and Germany where it has 
yet to establish strong retail 
networks. 

Meanwhile, the worldwide 
pace of consolidation 
throughout the industry is 
likely to remain hot. “This 
will step up the desire to 
compete on the part of both 
domestic and international 

" M lifn ClriMnem 


■ THE GLOBAL MDUSTRY 






■ WHO NEXTT-By Jane Martinson 




Handful of firms set 
for a dominant role 


Fund management was once 
a cottage industry, carried 
out by a handful of insur- 
ance company actuaries and 
by a few investment bankers 
who were not reckoned to be 
bright enough for corporate 
finance. 

Those days have long 
gone. In the last two years, 
fund managers have started 
to wonder whether their 
business was not becoming 
more like the cannaldng or 
computer industries, polar- 
ised between a handful of 
very large companies and a 
range of more specialised 
niche firms. 

Yesterday’s agreed bid by 
Merrill Lynch for Mercury 
Asset Management, creating 
a business with $450bn 
under management, adds 
fuel to that belief. 

Hugh Stevenson, chairman 
of MAM. said: “We believe 
our industry will be domi- 
nated by a handful of firms. 
This acquisition will ensure 
our place as a global 
leader." 

Industry experts stiff cite a 
1995 study by Goldman 
Sachs, the US investment 
bank, which argued that 
only 20-25 large groups 
would come to dominate the 
global fund management 
industry. 

"The story is always the 
same. There is always room 
for the niche players. The 
unfortunate thing is there is 
little room in the middle." 
said Claire Gouzoull of First 
Consulting, which advises 
financial services companies 
on strategy. 

Investment banks are now 
hungry for the more stable 
Sees they ears from asset 
management to offset their 
volatile and declining 

trading and underwriting 
profits. 


Ageing populations and a 
worldwide trend towards 
funded pensions, coupled 
with the globalisation of cap- 
ital markets, have whetted 
appetites. 

But the economics of the 
fund management industry 
are also changing. 

Costs have risen: market- 
ing costs, both to wholesale 
clients such as pension 
funds and to the retail mar- 
ket, have climbed steeply, 
while salaries for star ana- 
lysts and fund managers 
have soared. 

At the same time, reve- 
nues have come under heavy 
pressure. In the UK, invest- 
ment management fees for 
large pension funds have 
roughly halved in the last 
seven years, dropping in 
some cases below o.i per 
cent of funds managed per 
year. 

This leaves middle-ranking 
businesses caught between 
higher costs and lower reve- 
nues. 

A survey of the UK fond 
management industry by 
Price Waterhouse earlier 
this year found that firms 
managing between £10bn 
and £40bn are earning an 
average of £600 per £lm 
under management, com- 
pared with an average of 
£900 for larger firms. 

Even from today's low 
level. Tees are coming under 
increasing pressure from 
passive fond managers, who 
use computers to track 
stock-market Indices and 
charge much less than active 
fund managers, who claim 
that picking the right shares 
will enable them to outper- 
form the index. 

"The margins in this busi- 
ness are under tremendous 
pressure. Pension fond trust- 
ees are saying ‘why should 


we pay all this money to 
active managers, especially 
when all the great ones have 
underperformed In recent 
years?' " said Malcolm 
Smith, who leads the invest- 
ment management consul- 
tancy at Coopers & Lybrand. 

The emerging top tier of 
large, global fund managers 
expects to be able to spread 
costs over a much larger 
pool of funds, and may 
therefore be better able to 
meet this price pressure. 

But Merrill and MAM 
claim their deal Is not just 
driven by a squeeze on mar- 
gins. 

Both companies said yes- 
terday that their decision 
had been client-driven. Like 
investment bankers and 
accountants, fund managers 
argue that large, multina- 
tional companies do not 
want to explain the intrica- 
cies of their businesses to 
more than a handful of 
groups. 

One financial services 
adviser said: “There’s cer- 
tainly room for the boutique 
fund manager bnt if you 
want to be a major interna- 
tional player you've got to 
get . distribution and and 
high quality IT and you 
can't get that unless you’re 
big." 

Some pension consultants, 
however, question whether 
clients are as keen as Merrill 
and MAM Claim to see this 
kind of merger. 

Some trustees remain 
wary of the danger that the 
investment bank mi ght use 
its fund management arm as 
a dustbin for Its securities 
issues. 

Others will be watching 
carefully to see if culture 
clashes affect MAM, which 
has suffered difficulties 
in its investment perfor- 
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Predatory list 
suggests bid ' 
flurry to follow 


mance in the last year. 

The combination of Merrill 
and MAM may also offer a 
solution to the conundrum 
that few fund managers 
have managed to crack: how 
to export their lnvest- 
ent skills to other mark- 
ets. 

Even the mighty Fidelity, 
the world’s largest dedicated 
fond manager, and JP Mor- 
gan, the US Investment 
bank, both of which have 
been In the UK market for 
more than 20 years, have 
struggled to break into the 


conservative UK Institu- 
tional market. 

The retail market can be 
even tougher with some of 
the household names in the 
US meaning nothing in the 
UK or other markets. 

MAM’s relatively success- 
ful forays into Japan and 
Germany only served to 
emphasise a lacuna across 
the Atlantic, where it man- 
aged just $7.5bn out of its 
total of some S175ba 

One head of a rival firm 
recently said: "MAM is basi- 
cally a group of very tal- 


ented people who get cm well 
with each other. Their prob- 
lem is that they have not 


seas." 

Indeed, MAM has not even 
been able to make much 
headway in the UK retail 
market It has not been as 


Investment bankers not 
involved in yesterday's deal 
could hardly control their 
chagrin. “I could have lined 
up about so European banks 
who would have been Inter- 
ested,” said one in a tone of 
anguish, "if they’d only 
known MAM was inter- 
ested.” 

The question now is which 
other UK fund management 
houses may find themselves 
facing an offer - or whether 
a rival bid might yet emerge 
for MAM. 

The global fond manage- 
ment business has been con- 
solidating rapidly over the 
past few years and UK 
bouses have repeatedly been 
tipped as likely targets. 

Yesterday's bid was the 
first for a mainly UK busi- 
ness since National West- 
minster’s £472m acquisition 
of Gartmare 18 months ago, 
although another large fund 
manager with significant UK 
interests is currently on the 
block: LGT Asset Manage- 
ment has been put up far 
sale by the Liechtenstein 
royal famil y and manages 
some £40bn ($67.8bn) of 
funds. Analysts reckon it 
win fetch up to $2bn. 

London brokers yesterday 
sharply marked up the price 
of groups seen as likely take- 
over targets, with Schroders 


of pension fond money and 
its reputation for conserva- 
tism has made it a trustee 
favourite. 


a book value of about £lbn 
in a takeover valued at four 
times that 

Other likely targets are 
smaller and tend to be 
focused on the Cast-growing 
retail market 

Both M&G and Henderson 
have recently had to make 
structural changes under 
new management Perpetual 
is also tipped as a possible 
target Analysts believe its 
growth potential would be 
enhanced by being part of 
another group. 

Investment bankers iden- 
tify a wide range of potential 
buyers. Possible domestic 
predators include Halifax, 
the former building society, 
while several US and conti- 
nental European banks are 
understood to be keen to 
expand in fond management 

One analyst said that Mer- 
rill’s aggression appeared to 
have made those US groups 
worried about goodwill 
write-offs and integration 
difficulties look over-cau- 
tious. Fidelity, Capital, Mor- 
gan Stanley and JP Morgan 
are all expected to be 
looking afresh at acquisition 
opportunities, although they 
have typically concentrated 
on organic growth. 

The roll-call of European 
banks includes ABN Amro 
Hoare Gcvett and ING Bar- 
ings as well as Dresdner 
Bank. After a string of acqui- 
sitions in the past two years. 
Zurich was described by one 
analyst as “keen to take over 
the world like Merrill 
Lynch". 

With so many predators 
circling, takeover fervour is 
not about to diminish. And, 
points out one analyst. “The 
MAM takeover is not a done 
deal yet” 


successful as competitors 
such as Morgan Grenfell in 
translating Institutional 
fund rrwniigwnwit strengths 
into products that sell to 
individual investors. 


The growth of Schraders’ 
fund management business 
prompted one analyst to 
describe its better-known 
investment banking activi- 
ties as a "luxury add-on” 
which could be thrown in for 


been able to find simil- 
arly like-minded people heading the list. It is the 
to run their business over- UK’s second largest manag er 
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m THE MAM STORY 


By Jonathan Guthrie ; 






From tmy assets grew billions 


Investment consultants 
credit three main individu- 
als with turning Mercury 
Asset Management from a 
mere division of an invest- 
ment bank In 1969 into the 
UK’s biggest independent 
fund manager today. 

They are Stephen Zimmer- 
man, deputy chairman, 
Carol Galley, vice-chairman, 
and Leonard Llcht, former 
vice-chairman. Appropri- 
ately for an organisation 
which believes in growing 
its own talent, they all 
joined more than 25 years 
ago. Only Licht has left, 
joining Jupiter Tyndall, the 
fond manager, In 1992- 

Since then, says a leading 
consultant, "the pairing of 
Zimmerman and Galley has 
driven the business, with 
Hugh Stevenson, chairman, 
as the friendly face of the 
organisation'’. 

It is ironic that three per- 


sonalities should have 
loomed so large at a com- 
pany that likes to be seem as 
collegiate and understated. 
Galley and Zimmerman 
began building their careers 
just after SG Warburg estab- 
lished asset management as 
a separate division in 1969. 

The steady growth iu 
assets from “a very small 
level N then to £104bn today 
reflects that of the final sal- 
ary pension schemes set op 
by MAM’s clients. These 
have the lion's share of the 
UK’s estimated £600bn in 
pension assets. 

MAM’s disciplined stock- 
picking style has delivered 
consistently strong retains, 
allowing it to retain «*risHwg 
UK pension fond clients, 
and win new ones. 

Bat despite this, it has 
generally foiled to win the 
overseas business that 
would have allowed it to 


grow beyond the narrow 
confines of the UK market. 

The business only gained 
a separate corporate iden- 
tity in 1987, whan Warburg 
floated 25 per cent of its 
shares. The bulk of these 
wore bought by employees, 
clients and directors. 

This proved crucial after 
merger talks between War- 
burg and flie US investment 
bank, Morgan Stanley, 
foundered in December 
1994. MAM directors began 
pushing for the parent to 
sell part of its stake, or find 
a stronger partner. MAM’s 
continuing commercial suc- 
cess contrasted sharply with 
a slump in Warburg’s 
investment banking busi- 
ness in 1995. 

The acrimony ended later 
that year when Swiss Bank 
Corporation bought War- 
burg for £860m iu cash and 
shares. In an arrangement 


promoted by MAM directors, 
the parent’s 75 per cent 
stake was distributed among 
shareholders. 

Initially this deterred 
some potential clients, who 
were used to delegating 
investment to companies 
with wealthy parents. How- 
ever, there was a rapid 
rebound in confidence which 
prompted new gains. This 
included one of the largest 
UK mandate awards - £10bu 
In funds to finance Equitas, 
the Lloyd’s rescue vehicle. 

Doubts about its resilience 
in a financial crisis 
remained, however, and in 
February it raised a £250m 
standby loan. 

The proposed merger with 
Merrill has made this 
largely superfluous, while at 
the same time justifying the 
takeover rumours that have 
surrounded it since it gained 
foil independence- 


Delicately balanced performance 


4 


US playwright Edward 
Albee’s Pulitzer prize-win- 
ning A Delicate Balance Is 
playing to packed audiences 
In London’s West End. A few 
miles east in the (Sty, a bal- 
ancing act of a different - 
but no less delicate - sort 
had its premiere yesterday. 

The transatlantic video 
link-up with which Merrill 
Lynch and Mercury Asset 
Management presented their 
plans for union to the media 
and Merrill's staff was care- 
fully directed to ensure that 
none of the actors was 
upstaged. 

This was not just a malts' 
of civility. While "owned 
outside the UK, run from 
London” fits into a now 
familiar pattern for invest- 
ment companies, Merrill's 
proposed takeover of MAM 
raises particular concerns 
which had to be addressed. 

Chief among these was 


whether MAM could main- 
tain its independent 
approach within the bosom 
of a huge US Investment 
bank. In 1994, while still 75 
per cent owned by SG War- 
burg, MAM’s defiance was 
instrumental in thwarting a 
takeover approach to its par- 
ent by Morgan Stanley, 
another member of the 
"bulge bracket" of top New 
York houses. 

Merrill argued strongly 
yesterday that independence 
was a matter of culture and 
discipline rather than owner- 
ship. Jerome Kenney, execu- 
tive vice-president for corpo- 
rate strategy, -said: “You 
cannot confuse the interests 
of the firm with the interests 
of the client, who must be 
served independently." 

Hugh Stevenson, MAM's 
chairman, emphasised that 
it had only been truly Inde- 
pendent for the two-and-a- 


balf years since it broke its 
ties with Warburg, after that 
bank's takeover by Swiss 
Bank Corporation. 

Attempts to allay fears 
about a Merrill takeover 
focused on the central role 
to be played by Stephen Zim- 
merman and Carol Galley, 
now MAM's deputy and vice- 
chairman respectively. 

They will be coheads of 
London-based Merrill Lynch 
Mercury Asset Management 
and will join the parent com- 
pany’s executive manage- 
ment committee, where the 
only other Briton is Michael 
Marks, Merrill Lynch 
Europe’s chief operating offi- 
cer. 

Although Merrill’s US 
mutual fond business will 
continue to be run from the 
US, its international institu- 
tional fund management win 
come under Mr Zimmer- 
man’s and Ms Galley’s wing. 


It promised no job losses as 
a result of the merger and 
envisaged no transfers of 
personnel from the US to 
London. Mr Stevenson will 
act as non-executive chair- 
man of Merrill Lynch Mer- 
cury Asset Management for 

a year to oversee integra- 
tion. 

Yesterday’s emphasis on 
balance was not limited to 
executive power. Merrill 
noted that its $450bn 
(£266bn) under management 
after the acquisition could 
be split almost 6050 by sev- 
eral measures: dollar and 
non-dollar assets, offshore 
and on-shore funds, retail 
and institutional business. 

The takeover of MAM 
would also enhance its fee- 
based revenue, reducing the 
earnings volatility across 
market cycles which was 
inherent on an over -depen- 
dence on transactions. 
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Won’s fall adds to Korean Air’s troubles 


I t has been a ted year for 
Korean Air, South 
Korea's leading carrier. 
A crash of a passenger jet on 
Guam in August killed 226 
people, while the plunge in 
the Korean currency, the 
won, could result in it post- 
ing the biggest loss by a 
listed Korean company for 
1997. The won’s fall is 
increasing foreign exchange 
losses on the airline’s S5-5bn 
foreign debt; 

Analysts regard the ear- 
ner as one of the Korean 
companies whose earnings 
are most susceptible to cur- 
rency movements. A strong 
won In 1995 helped the air- 
line to post a healthy indus- 
try profit of WonlOSbn 
(S 103. 6m). But as the cur- 
rency began to weaken last 
year, Korean Air recorded a 
loss of Won21lbn. 

Losses are expected to be 
substantially larger this year 
as - the won has already 
plunged nearly 20 per cent 
against the dollar, compared 
with 8 per cent in 1996. 

1NG Barings predicts that 
Korean Air will post a loss of 
at least Won250bn, although 
it expects a profits recovery 
by 1999. 

' But any estimate of the 
airline’s results is uncertain 
since Korean Air, like other 
Korean companies, often 
resorts to favourable 
accounting practices to 
improve the bottom Hm»- 



The crash of a Korean Air passenger jet on Guam in August killed 226 people and raised questions about the carrier’s safety record 


Korean Air was able to 
report a net loss of 
Wonl34hn for the first half 
of 1997. against a loss of 
Won234bn a year earlier, 
after it decided to capitalise 
some its foreign exchange 
losses on overseas debt 
instead of reporting them on . 
its profit and loss statement 
It also lengthened its depre- 
ciation period to 13 years 
from 10 years to boost eam- 


The troubles at Korean 
Air, the world's 15£b-largest 
passenger airline and flfth- 
largest cargo carrier, pose 
problems for its parent 
transport group, Hanjin, 
Korea’s eigbt-largest con- 
glomerate. Hanjin acquired 


the state airline, which was 

than in flnanwal trr viKlp in 

1969. 

Hanjin recorded the 
second-biggest net loss last 
year among the top 30 chae- 
bol at Wonl91.3bn, just 
behind the Won252bn loss 
for thg Rammj steel group, 
' which hag jrfnefl gone bank- 
rupt. 

Hanjin’s losses this year 
are expected to grow 
because of Korean Air and 
Hanjin Shipping, whose 

warning s are $1 ») Sffentari by 
the currency devaluation. 
This will make it more 
difficult for Hanjin to service 
its debt burden, which was 
more than five fimea equity 
at the end of 1996. 


The currency's woes are 
not only increasing Korean 
Air's foreign debt costs, but 
are also raising the price of 
dollar-den o mm ated jet fuel, 
which accounts for one-fifth 
of the airline’s total operat- 
ing costa. .. 

K orea’s economic 
problems are likely 
to hasten a slow- 
down in passenger traffic 
growth to less than 8 per 
cent, compared with the 20 
per cent rate that Korean 
Air enjoyed in the late 1980s. 
after travel restrictions for 
South Koreans were abol- 
ished, resulting in a tourist 
boom. 

Growth in cargo traffic 


may enable Korean Air to 
maintain sales growth of 10 
per cent for 1997. But its 
yields remain low compared 
with those of its competitors, 
as it has greatly expanded 
its fleet to 118 aircraft, creat- 
ing excess capacity. 

i.firp other ko p”" compa- 
nies that emphasised expan- 
sion at the expense of prof- 
its, Korean Air has amassed 
its huge debts by building 
the biggest fleet in east Asia 
outside of Japan. 

In spite of its financial 
problems, Korean Air plans 
to add another 30 aircraft by 
2000, although some wifi be 
leased to reduce its debt 
burden, which is more than 
four times equity. It is also 


planning to sell some of its 
older aircraft in order to 
raise capitaL 

C on tin lied strong cash 
Cow is likely to enable Kor- 
ean Air to ride out its cur- 
rent financial woes and 
avoid any threat of bank- 
ruptcy. 

But the carrier must still 
dispel suspicions about its 
safety record and improve 
its in-flight service - often 
ranked below that of 
regional rivals such as 
Cathay Pacific and Singa- 
pore Airlines in passenger 
surveys - if it is to remain 
competitive on international 
routes. 

John Burton 


Toyota targets 
European sales 


By Mchiyo Nakamoto 
in Tokyo 

Toyota. Japan’s largest 
carmaker, aims to raise its 
European market share to 5 
per cent by focusing on 
small cars, according to a 
Toyota director. 

“In any market 5 per cent 
is the threshold to recogni- 
tion,” said Yoshimi Inaba, 
Toyota director in charge of 
Europe. “Our presence in 
western Europe is unsatis- 
factory,” he added. 

Although the company has 
10 per cent of the US market 
and between 20 per cent and 
30 per cent of Asian markets, 
it has only a 3 per cent share 
in Europe, be said. 

Toyota’s emphasis on 
expanding in Europe comes 
as the industry there has 
expressed mounting con- 
cerns over surging vehicle 
exports from Japan. 

In the first half of this 
year, Japanese exports to 
Europe rose 44 per cent, 
compared with a 19 per cent 
Increase in US-bound 
exports. European industry 
concerns have prompted 
debate over whether a moni- 
toring agreement between 
the EU and Japan, which 
restricts Japanese vehicle 
exports to a mutually agreed 


quota, should be extended 
after 1999, when the agree- 
ment is due to expire. 

Toyota, which is expected 
in the next few months to 
announce the site of its sec- 
ond European plant believes 
that its strong niche prod- 
ucts and efforts to market 
small vehicles will help 
increase Its penetration in 
Europe. 

Toyota will take a two- 
pronged approach, Mr Inaba 
said. It will continue to tar- 
get niche markets, such as 
multi-purpose and sport util- 
ity vehicles. The success of 
the Land Cruiser and 
recently launched RAV4 has 
been encouraging. In the 10 

months to October, Toyota 
sold 23.000 Land Cruisers 
and 22,000 RAV4s in Europe. 

However, Toyota is step- 
ping up its efforts in the cat- 
egory of entry-level compact 
cars. The Starlet model, 
which is exported from 
Japan, has enjoyed consider- 
able success this year 
because of the yen’s weak- 
ness. Toyota expects to sell 
60,000 Starlets year in 
Europe compared with 45,000 
in 1996. The company hopes 
to maintain progress with a 
new model in that segment, 
which could be made at its 
new European plant 


Clydesdale Bank 

HOUSE MORTGAGE RATE 

Clydesdale Bank PLC 
announces that with effect 
from 19th November 1997 its 
House Mortgage Rate has 
changed from 8.45% to 8.70% 
per annum. 
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Yamaichi slide sparks Tokyo sell-off 


By Gillian Tett in Tokyo 

Shares in Yamaichi. Japan's 
fourth largest broker, tum- 
bled nearly 40 per cent yes- 
terday. after fears about the 
group's finannial future trig- 
gered a selling frenzy in 
Tokyo’s stock markets. 

The shares fell from Y10S 
to YS7. before rebounding to 
close at Y65. a record law. 
This leaves the company 
trading at 18 per cent of its 
book value, and less than 
one-tenth of its level at the 
start of the -year. 

It also means that the 
share price is below the psy- 
chologically Important level 
of YlOO - a range which has 
traditionally been associated 
in Japanese markets with 
corporate failures. 


The company yesterday 
blamed the share price fall 
on “market rumours" and 
“speculators ". "All the 
rumours about Yamaichi are 
completely untrue." the com- 
pany said. 

However, analysts blamed 
the fall on new concerns 
about the possible failure of 
the group, which announced 
a restructuring last week- 
end. Fuji Bank - tradition- 
ally affiliated with Yamaichi 
- tried to calm these fears 
yesterday by pledging that it 
would support the group. 
Fuji’s share price also failed. 

The promises were greeted 
with cynicism by some 
observers, who pointed out 
that Fuji had not yet offered 
concrete assistance. 

Unease about Yamaichi 's 


future has been fuelled by 
signs that the government's 
stance towards thp fin a ncial 
sector may be changing. 
Until recently it was 
assumed that the govern- 
ment would not let big insti- 
tutions fail But earlier this 
month Sanyo Securities. 
Japan's seventh largest bro- 
ker, became the first broker 
to file Cor bankruptcy in the 
country since the second 
world war. On Monday, Hok- 
kaido Takushbku, the com- 
mercial bank, also failed. 

Analysts point out that 
Yamaichi appears to be in a 
much healthier state than 
Sanyo and does not appear 
to have any immediate rea- 
son to collapse. Unlike 
Sanyo, its capital adequacy 
ratio, at 248 per cent, is well 


above the 120 per cent 
required by the Japanese 
government 

But with a holiday In 
Japan on Monday, some 
observers fear the authori- 
ties might use the market 
closure to take action. San- 
yo's closure was announced 
during the last such holiday. 

Investor unease was also 
triggered yesterday by 
reports in a Japanese mag- 
azine which claimed that 
Yamaichi had large, hidden, 
overseas losses. Yamaichi 
rejected the reports. Paul 
Heaton, of Deutsche Morgan 
Grenfell said: "They may 
have been placed by people 
with vested Interests. This is 
not the first time that has 
happened in Japan." 

However, the market was 


further unsettled by repo r t s 
that Yamaichi was suffering 
a severe loss of confidence 
among retail and corporate 
clients. 

Although there is no evi- 
dence for this, several west- 
ern investment groups in 
Tokyo have ceased business 
with Yamaichi. Concerns 
have been also been fuelled 
because large withdrawals 
occurred at Hokkaido Taku- 
shoku bank last week, 
shortly before the group 
Called. 

Some Japanese govern- 
ment and Yamaichi officials 
hope that one solution for 
the group mig ht, be to seek a 
partnership with a foreign 
investment bank. However, 
although the Call in the 
share price is thought to 
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make the company more 
attractive to a potential pur- 
chaser, no foreign offer has 
yet emerged. 


Provisions to Confidence crisis rocks Japan 

put Fuji and TSS 

■*" ** eral years, but the current 

• "■ feeling of crisis is new. The 

o Y1 AXJ O m 1*AI1 collapses first of Sanyo Secu- 
Y? 4% . Ill i VyU rtties and then Hokkaido 


By Paul Abrahams in Tokyo 

Fuji Bank and Sanwa Bank, 
two of Japan's largest finan- 
cial institutions, yesterday 
said they would fall into 
losses this year after reveal- 
ing heavy provisions to 
cover bad loans. 

Fuji said it expected to 
make provisions of Y650bn 
l$5bn) to cover its portfolio 
problems and would make 
net losses for the full year of 
Y440bn. 

Sanwa forecast it would 
make fiifi-year net losses of 
Y160bn after Y750bn in 
provisions. 

The groups said they 
planned to cut their risk- 
weighted assets. 

Both hanks claimed that 
following these write-offs, 
their bad-loan problems 
would be over. Sanwa said 
the ratio of bad loans cov- 
ered by provisions would 
rise to 99 per cent by March. 
Fuji said its ratio would 
reach 72.4 per cent by the 
same time. 

“In order to prepare for 
the introduction of govern- 
ment measures next year, 
we are setting aside a large 
amount of money to dispose 
of non-performing loans," 
said Takayo Mochizuki, 
Sanwa managing director. 

Fuji predicted It would 
make full-year pre-tax losses, 
excluding exceptional, of 
Y450bu against profits of 
Y31bn last year. It said it 
planned to improve its capi- 
tal ratio and return on 
equity by cutting its risk- 


weighted assets by Y6,000bn 
by 2000. 

But it warned that its capi- 
tal-to-asset ratio would fall 
from 9.32 per cent at the end 
of September to as per cent 
in March. 

However, the group 
planned to pay an 
unchanged full-year divi- 
dend of Y8.5 for common 
shares and Y7.5 for preferred 
shares, up from Y3.75. 

Moody's, the US rating 
agency, said it had put the 
bank under review for possi- 
ble downgrading. 

Fuji’s shares fell the max- 
imum allowed, down YlOO to 
Y813. 

The shares were also hit 
by troubles at Yamaichi. the 
country’s fburth-largest bro- 
ker. in which Fuji is the 
largest shareholder. 

Fuji also announced first 
half pre-tax profits, exclu- 
ding exceptional, down 75 
per cent at Yl39bn. Net prof- 
its fell 81 per cent to 
Yl0.7bn, while operating 
profits were Y134bn. 

Fuji said it would .pass its 
first-half dividend. 

Sanwa predicted full-year 
pre-tax losses, excluding 
exceptionals. of Y320bn 
against profits of Y56bn last 
year. It said it wanted to cut 
risk-weighted assets by 
Yl,000bn by the end of 
March. 

In the first half, the bank 
posted pre-tax profits, exclu- 
ding exceptionals, down 
from Y54bn to Yl9.26bn. 

Net profits fell from Y54bn 
to Yl5Jbn. 


T he Japanese finanrini 
sector has been far 
from healthy for sev- 
eral years, but the current 
feeling of crisis is new. The 
collapses first of Sanyo Secu- 
rities and then Hokkaido 

Takushnk n Rank (Tate ng ini 

have shattered long-held 
assumptions about which 
institutions were too large 
for the authorities to allow 
them to fau 

The result has been wild 
swings in share prices, 
driven alternately by 
rumours of government 
money for a bail-out and 
fears of more imminent 
bankruptcies. And although 
all bank shares have moved 
in roughly the same direc- 
tion at the same time, differ - 
entiatian is increasing. Mar- 
ket forces are starting to 
decide which organisations 
will survive to take part In 
the forthcoming financial 
deregulation, or “big bang”. 

While the sector as a 
whole was down 72 per cent 
yesterday, variations were 
unde. Rank of Tokyo-Mitsu- 
bishi, the largest and stron- 
gest bank, fell just under 4 
per cent, but some regional 
banks, such as Ashikaga, 
Kiyo and Hokuriku, fell 
more than 25 per cent. 

More worrying is the state 
of some of the top 20 banks. 
Now that a longstanding 
taboo has been broken with 
the closure of Takugin, it is 
difficult to see where the 
line could be drawn - and 
speculation is focusing on 
which bank will be next. 

Nippon Credit Bank is the 
first name on many analysts’ 
lips. The Bank of Japan 
claims to be happy with 
NCB’s progress since a 
restructuring deal earlier 
this year, but its share price 
tells another story: it has 
been setting one all-time low 


Traders make withdrawals 
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after another. Daiwa Bank, 
another name an the hit list, 
fell almost 16 per cent yes- 
terday. Chuo Trust, Yasuda 
Trust and Mitsui Trust are 
all. seen as vulnerable. Fuji 
Bank - which fell by the 
maximum permissible yes- 
terday on news of a restruct- 
uring plan - could hit stor- 
mier water if it follows up on 
yesterday’s hints that it 
might come to the rescue of 
Yamaichi Securities. 

The roots of the current 
crisis lie in the “bubble" of 
the late 1080s and -early 
1990s: excessive lending then 
led to today’s huge portfolios 
of non-performing loans. 
Impending financial deregu- 




lation has added urgency to 
the need to clear the decks, 
so that Japanese banks can. 
square up to the foreign 
competition unencumbered. 


U ntil recently,- the 
banks had been 
making good prog- 
ress in writing off bad loans, 
but to do so they relied on 
unrealised profits on equity 
holdings to bolster their bal- 
ance sheets. When the Nik- 
kei slipped back below 18JXX) 
and then 16.000, those hid- 
den profits were largely 
wiped out, and the writeoff 
process was threatened. 

The only measure which 
could now reassure the mar- 


ket is an injection of public 
frauds to help the banks get 
rid of the bad debt moun- 
tain. The Nikkei leapt on a 
report on Tuesday that Ryu- 
taro HasMmoto, the prime 
minister, lmd hinted he was 
considering a fund to pump 
new capital into the banks 
through purchases of prefer- 
ence shares. His denial yes- 
terday led to the Nikkei’S 
biggest fell this year. 

Politicians have been ner- 
vous of committing taxpay- 
ers’ funds to helping finan- 
cial institutions since the 
outraged public response 
last year to the ball-out of a 
group of housing loan com- 
panies, or jusen. When the 
government promised 
Y6S5bn ($5.45bn) towards 
their liquidation, public pro- 
test erupted, and opposition 
parties blocked the passage 
of budget Mr Hashimoto 
was personally associated 
with the Jusen package, and 
not surprisingly be would 
prefer not to go through that 
experience a gain, 

The jusen package now 
looks insignificant in com- 
parison with the amount of 
public money that could be 
needed finally to solve the 
problems in the hanking sec- 
tor. Estimates start at about 
Y5JJ00bn, and a commonly 
mentioned figure is 
YBJXXSm. Measures to help 
the financial sector are 
expected to feature heavily 
in the government's next 
stimulus p ackage, due to be 
announced in mid-December. 
Mr Hashimoto’s supposed 
hints this week may have 
been a pure misunderstand- 
ing, or may have been a kite- 
flying exercise to judge what 
is necessary If the next pack- 
age's Impact is to last, longer 
than one day. 

Betfaan Hutton 


Suitors pursue Peregrine after Zurich Group deal 


By Louise Lucas in Hong Kong 

Peregrine Investment Holdings, 
the pan- Asian investment bank, 
has received more inquiries from 
would-be shareholders after its 
g200m deal with Zurich Group, the 
Swiss financial services company. 

Peregrine said It bad received 
“expressions of interest" from sev- 
eral international blue-chip finan- 
cial institutions. However, it 


added that if any of these devel- 
oped, they would be in addition to 
Zurich Group's stake. 

Last weekend Zorich Group said 
it would pay $200m for a 24 per 
cent stake In Peregrine, making it 
the biggest shareholder in the 
Hong Kong-listed company. The 
move came after Peregrine admit- 
ted to losses daring the Asian cur- 
rency and stockmarket turmoil. 

Under the terms of the deal, Zur- 


ich Centre Investments, the pri- 
vate equity arm of Zurich Group, 
will subscribe for 9200m in con- 
vertible preference shares. 

These shares can be converted 
from January 2001 at a price of 
HK$8 a share, compared with a 
close of HKS6JB0 on Friday before 
the deal was announced. On Mon- 
day, Peregrine’s share price 
surged 1SL5 per cent to B0KS7.65. 

Peregrine said subsequent suit- 


ors were Interested in similarly 
structured deals, buying in via 
convertible preference shares. 
While the bank has drawn no line 
below which it would stop selling- 
stakes, the group said it “would 
not be looking at a complete sell- 
out". 

“There were three options before 
us In order to get liquidity into the 
firm: a rights issue, a sell-out, or 
bringing in a strategic partner. 


The latter is the one that is being 
pursued and it’s being pursued 
because we feel it’s the best one," 
it said. 

Peregrine’s second-biggest 
shareholder Is Franklin Resources, 
a vehicle bached by Templeton 
Asset Management, the fund man- 
ager. 

The Zurich Group deal will 
dilate Templeton’s holding from 
13.4 per cent to 10.2 per cent 


ASIA-PACIFIC NEWS DIGEST 

Renong may be 

taken private 

wattm Saad, executive chairman of Renong, the 
Malaysian Infrastructure group, said yesterday that ino 
company could be taken private If its shares 

their dramatic decline. "There is a great possibiUtyorfeK- 
mg Renong private;" Mr Halim said. 'That is a possibility 
if Renong’s price fells further. . . I and UEM la Renong 
subsidiary] can gang up and buy more shares, he added. 

His remarks caused an immediate sell-off of ftenons 6 
shares, which closed at M*l90, down 18 per cent. UEM, 
the toll operator which this week announced it had 
bought a 32J5 per cent stake in Renong for M$2-39bn 
(US$7l8m\ also lost ground, falling 13 per cent to Msase. 

Few analysts believed that Malaysia’s largest infra- 
structure company would be taken private, but Mr Hal- 
im’s remark sowed doubts over the corporation s future. 
He denied he had sold some of his personal shares in 
n»n«n g to UEM. Analysts responded that it was difficult 
to see who else owned a tranche as large as the one sold 
to UEM. 

Malaysian law stipulates that parties have to declare 
when they more than a 5 per cent stake in a com- 
pany, but no such declaration was made in advance of the 
Renong sale, suggesting it was existing shareholders that 
had sold out. However, it was possible that several 
unnamed shareholders in confidential nominee accounts 
had sold, analysts said. Malaysia does not have fall disclo- 
sure requirements far public listed companies and the 
shareholdings of directors is often obscured by 
sec retiv e nominee accounts. 

Mr Halim denied that he had personal debts and said 
Renong’s problems were merely a matter of insufficient 
cash flow. James Kynge. Singapore 

■ BANKING 

Provisions hurt ANZ 

Australia and New Zealand Banking Group, the fourth- 
largest Australian bank, yesterday reported annual net 
profits of A$I.02bn flJS$712m). compared with AJl.llbn 
the year before, after a transfer of A$l37m to bad-debt 
provisions and abnormal losses or A$l47m relating to 
redundancies and restructuring costs. However, profits 
before abnormals rose 17 per cent to A$l-3bn. 

John McFarlane, ANZ chief executive, said the bank 
was mnh-rng the loan-loss provisions as it felt it was at the 
low point of the economic cycle and wanted to smooth the 
impact “This way we don’t get a sudden jolt three to four 
years down the road,” he said. 

ANZ said profits from Australian operations rose 16 per 
rant, last year and growth from overseas was even higher 
at 19 per cent However, Mr McFarlane forecast that 
domestic growth in the current year would be slower, at 
about 5-6 per cent because of declining spreads and 
increasing new products. He said the international busi- 
ness was likely to grow fester and that together with cost 
cuts, he was hoping for double-digit growth in earnings 
pm share. “The minimum acceptable return on equity for 1 
the year is 15-20 pm emit," he added. 

While Mr McFarlane warned that “the unsettling events 
in Asia will undoubtedly damp growth prospects in the 
near term", he did not believe it would make a significant 
difference in the current year. *Tm more concerned with 
three to four years' time," he said. Elisabeth Robinson 

■ SAMSUNG ELECTRONICS , 

Long-term debt downgraded 

Samsung Electronics, of South Korea, and its subsidiaries 
have had their long-term debt rating downgraded to Baa2 
from Baal by Moody’s Investors Service, the credit-rating 
agency. 

“The rating downgrade was prompted primarily by 
Moody’s reassessment that overcapacities in the memory 
segment of the semiconductor market will prevail for lon- 
ger than originally expected because a shakeout of 
weaker competitors has not yet occurred," Moody's said. 

It added that the deteriorating South Korean economy 
and weakening banking system would place additional 
pressure on Samsung’s domestic performance. 

Samsung Electronics’ prime-2 rating for short-term debt 
was placed on review for possible downgrading. 

AFX-Asia. London - 

■ INDIA 

Tata Tea ahead at halfway 

Tata Tea of India lifted net profits for the six months to 
September from Rs353m the year before to Rs503.l0m 
($13. 6m) and pointed to further improvement for the rest 
of the year. 

R. K. Krishna Kumar, vice-chairman and manag in g 
director, said tea prices and: export demand were firm and 
domestic consumption was non tinning to Increase. 

He said the company’s sales in the six months rose 42 
Percent AFX-Asia, Bombay 
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Goodyear to quit Formula One 


By John <MfRths 

Goodyear, the US tyres 
group which has been, the 
leading supplier to Formula 
One motor racing for much, 
of the past 30 years, is to 
withdraw {ram the ^ of 
next season. 

Its decision, brought about 
by dissatisfaction with role 
changes for next year >nd 
the rising cost of its technol- 
ogy “war with, new Pi rival, 
Bridgestone of Japan, is 
almost certain to lead to its 
place being taken promptly 
by another tyre maker. 

Groupe Micbelin of France 
and Italy’s Pirelli tyres and 
cables group, both of which 


have been FI tyre suppEers, 
are known to have been 
studying the possibility of 
. rejoining motor sport’s m os t, 
senior echelon, even In 
advance of ‘ Goodyear's 
announcement Neither was 
available for comment. 

Goodyear, which has a 
large racing tyre manufao 
Wring division producing 
about 30(MXX) tyres a year, 
raid last night it had become 
di ss a ti sfied with what :tt 
regarded; as “diminishing 
returns" for shareholders 
from its almost unbroken 
involvement in Fi since the 
mid-lflSte. 

The company, the world’s 
third -biggest tyre maker 


after Bridgestone and mar- 
ket leader MSchelin, has 
never* disclosed its annual 
gaffing on Fl. But the com- 
mitment is known to ran 
each year into tens of mil- 
lions of dollars. 

■ Goodyear's involvement 
with IndyCar and Nascar 
stock car racing - both more 
popular in North America 
than Fl - win continue. 
These forms of racing are 
becoming more interna- 
tional, with races in Latin 
America, Japan and Austra- 
lia, and after better returns, 
according to the Akron, 

Ohio-based tyres group. 

By serving notice of its 
intentions to quit one season 


in advance, Goodyear is pre- 
cipitating what is likely to 
be an intensive round of 
talks between Fl teams and 
potential new tyre suppliers. 

Goodyear supplies tyres to 
most of FTs top teams, 
including current world 
champions, Williams, as well 
as Ferrari, McLaren, Benet- 
ton ^ Jordan. 

Bridgestone supplies tyres 

to four Of riw nrtnp of 

them consistent front- 
runners. 

Goodyear’s record in Fl is 
impressive, winning an 
unmatched 361 races - well 
over half the number of 
grands prix that have been 
held. Its tyres have taken 25 


drivers to their world cham- 
pionships, and 26 construc- 
tors to theirs. 

Frank wiife»ns 1 w nBanw 
team principal, said last 
night; “We will miss their 
expertise bnl wiD keep their 
chair warm in case they 
return." 

Goodyear’s withdrawal 
became inevitable after rule 
makers at the FIA, the world 
governing body of motor 
sport, decided to introduce 
smaller, grooved lyres next 
year in a bid to slow the cars 
down. "That is in contradic- 
tion to our own objectives, 
which involve developing 
our technology to its fullest 
potential,’' Goodyear said. 


GEC Alsthom at the crossroads 

W hat now far . GEC Alcatel chairman. . has f ja 
Alsthom? Beaten acknowledged only that a 
by Siemens, of flotation is “ one of the nossi- 


W hat now for GEC 
Alsthom? Beaten 
by Siemens, of 
Germany, in the contest to 
buy the conventional power 
equipment business of US 
heavyweight Westinghouse, 
the Anglo-French engineer- 
ing group most sorely find 
another way to secure its 
future. 

One reason for this is that 
last week's proposed $L5bn 
deal would leave GEC Als- 
thom as tb« small est of flip 
five big western power gen- 
eration manufacturers, with 
just 11 per cent of the world 
market. Yet power engineer- 
ing provided 37 per rent of 
GEC Alsthom’s Ecu9.44bn 
($8.23bn) net sales in the 
year to March 31, 1997, mak- 
ing it the biggest of the 
group’s five business units. 

Another is that Westing- 
house’s preference for the 
Siemens bid leaves its 
Anglo-French rival with the 
look of a loser. Last week’s 
events, after all, came on the 
heels of anntbw disappoint- 
ment for GEC Alsthom: the 
failure of efforts to agree a 
merger with Framatome, 
France’s respected nuclear 
engineering specialist. 

But the main reason for 
the current keen interest in 
the company lies in. the 
expectation that it may 
shortly be floated. 

ft is almost eight months 
since Alcatel Alsthom let the 
cat out of the bag by disclo- 
sing that it had embarked, 
with the UK’s General Elec- 
tric Company, or a ‘'funda- 
mental reflection"’ over their 
50£0~ power engineering and 
transport joint venture. 

But a three-month dead- 
line set by GEC to agree to & 
£4hn (£L3tm) stock market 
flotation passed five weeks 
ago with the partners still in 
negotiations. Serge Tchuruk, 


Alcatel chai rman . . has 
acknowledged only that a 
flotation is “one of the possi- 
bilities*’. Lord Sampson. GEC 
m anag i ng director, insists 
talks are going wdD and says 
it is more important to get a 
good deal far shareholders 
than to meet a deadfihe. 

If anything, the Westing- 
house disappointment may 
actually./ increase the 
chances of the flotation com- 
ing relatively quickly. There 
Is .no longer any need to. 
delay flotation to digest 
what would have been a 
hefty acquisition. 

Some might expect the big- 
gest consolidation this 
decade in the global power 

mpnaarinp tnrti m tr y qten to 
help GEC Atethnm by casing - 
the competitive pressure. 

And the company itself 
says prospective investors 
should draw comfort from 
the fact it was not tempted 
to offer more for the 
Westinghouse businesses 

than it thought made sense. 

That may be so, but the 
purchase would have been 
important strategically in 
two respects. 

First, it would substan- 
tially have bolstered - GEC 
Alstbom’s presence in the 
Americas, a region that last 
year accriunted for only 10 
per cent of overall turnover, 
against 63 per cent for 
Europe, and 24 per cent for 
Asia-Pacific. Second, ft could 
have removed its depen- 
dence da-Geoa8lJflg£!xic*tof : 
the VS for gas technologyrlt 
is ' gas-powered turbines 
which have seen, the great e st 
recent growth and techno- 
logical development. • 

• ■ As it is, buyers of GEC 
Alsthom shares would be 
putting their faith in the per- 
formance of a disparate 
range of equipment manur 
factoring businesses in 









what, for the most part, are 
currently extremely chal- 
lenging markets. 

Moreover, the company is 
not the world leader in any 
of its three main businesses: 
power generation, power 
transmission and distribu- 
tion and transport. And it is 
widely perceived to have 
so me t h ing of a split identity, 
having so for failed to meld 
B ritish* financial and French 
technical know-how convinc- 
ingly Into a distinctive cul- 
ture of its own. 

T he group itself says 
the changing charac- 
teristics of Its main 
businesses - in particular 
the way it has evolved from 
& seller of goods to a system. 


and service provider - have 
made them more similar. 

It also highlights a string 
of top management appoint- 
ments over the past six 
months. These include the 
arrival from Babcock Inter- 
national of Nick Salmon, 
now head of CSC Alsthom’s 
power generation division, 
and of Anm Gairola, indus- 
trial director, from ABB. 

ft remains to be seal, how- 
ever, whether such changes 
can perk up the company’s 
rather lacklustre results. Net 
income in 1996-07 was down 
24 per cent at Bcu244m, 
although operating income 
after financing edged up 
from Eca639m to Ecu66L2m. 
The group says 199697 fig- 
ures include about Ecu3Q0m 


of r e structuri ng costs. 

Meanwhile, the number of 
people employed in its five 
divisions has risen by more 
than 14 per cent in the past 
two years to more than 
8LOOO. 

Though much of the 
increase is linked to last 
year’s purchase from Daim- 
ler Benz of the then loss- 
making AEG power trans- 
mission and distribution 
business, sales have climbed 
only 5 per cent ova: the 
■same period. v • 

Small wonder that Lord 
Simpson said earlier this 
year that the group needed > 
to cut jobs in order to reduce 
costs. 

David Owen i 


Dresdner 
board in 
further 
shake-up 

By Andrew Rator 
in Frankfurt and George 
(kaham in London 


Dresdner Bank's top 
management, which is 
already in upheaval, is set 
for further change with 
Hansgeorg H ofmann leaving 

fhe main board to devote 

himself to running the 

investment banking activi- 
ties from London. 

The move is expected to 
be announced next week, 
along with the na " iin f' of 
two new members of the 
main board of Germany’s 
second-largest bank to 
replace Jtirgen Sarrazin, 
who wiD step down as chair- 
man next May. and Haus- 
Gftntber Adenauer, who has 
resigned over his tax affairs. 

Dresdner has already 
announced the streamlining 
of the management of Dresd- 
ner Klein wort Benson, its 
investment hniriw F opera- 
tion, in a move to speed its 
expansion. Mr Wnfmawi is 
to become exe c uti ve chair- 
man of Deutsche Kleinwort. 

It is understood he asked 
to be released from main 
board responsibilities, 
which include all group 
activities, to concentrate on 
developing the investment 
hank-trig business. 

Dresdner to com- 

ment on this. 

The bank is keen to 
improve the integration of 
its investment banking 
activities, stemming from 
the purchase of UK-based 
Klein wort Benson in 1895- 
Differences of opinion this 
year led to fhe resignation 
of Simon Robertson as exec- 
utive rtifti wnan of Klein- 
wort. David Cleutentt, who 
was vice-chairman, left to 
become a deputy governor 
Of the Bank Of England. 

Gerd Hinder wiD become 
deputy chairman of the 
investment -bank. He is also 
responsible for Asia and 
global markets. While Mr 
H ofmann will concentrate 
on clients, MrHAnsler, a for- 
mer Bundesb ank director, 
win deal with management 
and administration.' 

The men expected to be 
promoted to the main board 
after Tuesday's supervisory 
board meeting are Bernd 
Fahrholz, co-manager of 
global finance, and Siegbert 
Schneider, personnel direc- 
tor. Mr Fahrholz has been 
Involved in financing pro- 
grammes for Gazprom, the 
Russian gas concern. 


EUROPEAN NEWS DIGEST 

Prosecutors to 
question Moyne 

Swedish prosecutors are expected to travekto London 
next wed; to question Lord Moyne, the (Slimness peer, 
and RwiaTTh rmt* his business associate, over the 

alleged mis ap propriation of assets totalling SKr620m 
( 382 m) from Trustor, the Swedish investment company. 

Bo Skarmder, the Swedish state prosecutor leading the 
Trustor fraud inquiry, said he planned to seek formal 
approval from the UK Home Office to interview the two 
men. 

He said he wanted to question them over the extent erf 
their involvement in financial transactions at Trustor fol- 
lowing Lord Moyne’s acquisition of a 52 per cent voting 
stake in June. Of the SKr62Qm which went missing from 
Trustor’s Swedish accounts after Lord Moyne took con- 
trol, SKrisan has been traced to Barclays in London. 

Lord Moyne is said to have paid a farther SKr417m Into 
another Trustor account in Luxembourg, although it is 
not clear if this sum belongs to the company. Mr Skarirt- 
der said Mr SmaUbone, Trustor's former managing direc- , 
tor, had indicated through his Swedish lawyer that he 
would be wilhng to answer questions. Mr Skarinder had 
not yet had any contact with Lord Moyne. 

Greg AfcJmr. Stockholm 

■ CONSTRUCTION 

Holzmann, Hochtief closer 

Philipp Holzmann and Hochtief, the big German construc- 
tion groups, yesterday took a further step towards closer 
co-operation when they announced plans to bind their 
Austrian and US businesses. They said they had signed 
letters of intent under which Hochtief would buy 49 per 
rent of Holzroann’s US subsidiary, while both companies' 
Austrian activities would be merged under the manage- 
ment erf Holzmann. 

Hochtief earlier this year failed in a bid to take over its 
larger German rival after problems with competition 
rules, but both companies agreed to forge ahead with a 
cooperation strategy in foreign markets. 

Graham Bowleg, Frankfurt 

■ MOTOR INDUSTRY 

Audi to build small car 

Audi, the exec u t i v e cars subsidiary of Germany's Volks- 
wagen group, yesterday ended months of speculation by 
announcing it would spend DM300m (Sl74ro) to build a 
new small aluminium car offering unprecedented fuel 
economy. The company, which has pioneered al uminium 
on its flagship AS saloon, said the new vehicle would be 
built at its Neckarsuhn plant in Bavaria after “an inten- 
sive internal study of various locations” within VW. 

Neckarsuhn was always the likeliest site as it builds the 
AS and has mastered the complex twdmiipipg of alumin- 
ium construction. Production should start in 1999, with 
output of more than 50,000 cars a year. 

Haig Simorrian, Motor Industry Correspondent 

■ MERCHANT BANKING 

New chief for ING Barings 

1NG Barings, the Dutch-owned London merchant bank, is 
to have a chief executive brought in from Chase Manhat- 
tan of the US. Aijun Mathrani, an Indiaurbom American, 
win from January take over day-to-day responsibility - 
from Marfas Minderbout, the ING main board member 
who remains chairman of the firm rescued from bank- 
ruptcy in early 1995. Gordon Crumb, Amsterdam 

m The head of equity derivatives trading at Union Bank 
(ft Switzerland in London, and four New York-based trad- 
ers have left the bank following losses on derivatives trad- 
ing in the first half of this year. Remy Goldstein, London- 
based head of equity derivatives far the bank, is under- 
stood to have left UBS earlier this week. Vincent Boland 
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- Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND a Romaitiro public institution based to Bucharest, 21 CA. Rosetti Street, sector 2, 
b offering for sale by direct negotiation a 51% of the baaed share capital of FEROM SA, Italcea. 



Total number of shares at a nominal vatae of 22^000 ROL each: 5^78^217. 
The share ownership structure is as follows: 



The offer for the 51% issued share capital, Le. Z£40£91 stares is 106,422^97^00 ROL for Romania investors, or 
14,244,719 USD for fordgn Investors. 

The company PRESENTATION FILE required for subsriptionto the offer may be obttiaed at die State Ownership Fun* 
SOFRDABUsiNESS CENTRE OFFERS DIVISION of die totenntwral Rdatrans Department,. Bucharest. 6 
STAVROPOlSoS Street, phone 04-0173110495; 3123130; 3124231 and fax 04-01/3121841, daily between 8.00 and 16.00 his, 
at a price of 2250 USD for foriegn citizens or legal entities or ROL equivalent at National Bank exchange ram applicable cn me 
PRJBENTATION FILE purchase date for Romanian citizens and legal enuues. 

This sum hash) be transfered in advance to the State Ownership Fund ^ HlsE 

Romanian for Foriegn Trade (BANCOREX) far foriegn investors, or no. 1510980000607, m ROL, at the Romanian Bank 

for Development Bucharest Brandi (BRD-SMB) for Romanian investors. 

The mihhMiravmmenal condltious accepted for FEROM SAIblcea are included in foe company PRESENTATION FILE. 
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Super-Sol Ltd. 


6,650,000 American Depositary Shares 

Representing 33,250,000 Ordinary Shares 


2£60,000 American Depositary Shares 

77* porttan oT Iwrtfc rt rpiimettretfa^iiJtfwLbtetfaawlyfWL n dto^iKt 


Goldman Sachs International 


Prudentiai-Bache Securities 


UBS Limited 


ING Barings 


3,990,000 American Depositary Shares 

77m parfcn attta uaaiigms dbiaJIntmUneaa State bfSmgdudgrgd 

Goldman, Sachs & Co. 

Prudential Securities Incorporated 

UBS Securities 

!SGCapSdMartets,LLC ING Barings Lehman Brothers NatWest Securities Limited 


Salomon Brothers Inc 


November 1X7 


HSBC Securities Inc. 


Doft & Co H Inc. 
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Templeton 


Templeton Global Strategy Funds 
Setiiti tfiawstissmaa & capital variable 
Registered office: 26. boulevard RayaL L-2449 Luxembourg 
R.Q Luxembourg B 35 177 

Notice ofAiuaud General Meeting ofSkarthoUen 
of TtmpUson Global Stntiegf Funk 

Notice is hereby given that tbe Annual General Meeting of Shareholders (die 
"Meeting") of Templeton Gfobaf Strategy Foods febe *C«a|W)'*f will be beU 
at tte registered office of the Company on November 28. 1997. at ! 1 .00 ua. 
with the foi lowing agenda: 


- Prescittuion of the Report of the Board of Directors 

- Picxatadon of the Report of the Awfiuo; 

- Approval of the Financial Staemems of tbe Company for the accounting 
year coded June 30. 1997 : 

• Dnctmgc of the Board of Directors and of the Auditors; 

- Reflection of dm following ten present Directors: Messrs Charles fL 
Johnson. Dickson B. Anderson. The Honorable Nicholas F. Brady. Manm L 
Flanagan. His Grace The Duke of Aberoorn James Hanrilton. Mark G. 
Hatowesko. The Right Reratnd Michael A. Mann, Daniel Mm. Greeny 
E. McGowan and Dr J-B. Marie Mobins; 

- Reflection of Coopers & Lybrand S.C. as Auditors: 

- Approval of the payroem of annual dividends for the accounting year ended 
June 3a 1997: 

- Coreadeiaboo of sodi other basmess as may properly come before the 
Meeting. 

VOTING 

Resotadoas on the agenda of the Meeting win require no quorum and wO 
be taken al the majority of the votes expressed by the Shareholders present 
or represented at the Meeting- 

VOTING ARRANGEMENTS 

Ralden of registered Shares who cannot attend the Meeting may vote by 
prosy by w t u i du g tbe form of prat) sent to them In the offices of 
TVnptetoa Global Strategic Services &A, 26. boulevard Royal, 
L-2449 Lro m iJwi ir g. no later than November 2L 1997 al 5100 pan. 

Holden of bearer Shares who wish to attend tbe Meeting or vote at the 
Meeting by piuiy rimM deposit their Share certificates with Chase 
ManbtftM Book LrnzmbcKif^&A-, 5. me FtaMfe, L-23B8 Laxeaboarg, no 
later than November ZL, 1997 at SM pa Tbe Shares so deposited wm 
temsin bfodud mdl tbe da; after tbi Mating. 

^ VENUE OF THE MEETING 

SbmieboMers ore hereby advised (hat foe Meeting nay be held al such odxr 
placc hi Lnxcmboorg than the registered office of the Company if exceptional 
dmnnstaaees so rapfre in the absofade and find Jndgneat of the Chafaman 
of the Meeting. In sodi toiler cast, tbe Sbareboldcn present at the reghtemd 
office of the Company cm Noitmfa c r 28. 1997, at LLM ml, wfg be dnly 
Wormed of tbe exact venn of dm Meeting, which wfll then start al lift) tun. 

For father information. Shareholder; are invited m contact their nearest 
Templeton office: 

Edndangh Fran V. fan Hoag Kong 

Tel: Tet (49) 69 272 23 272 Ttt (8S2) 2ffi7 T733 

Tafibec ban LUC- foe (49) 69 272 23 1 2D foe (852) 2877 5401 


F i l in^ i m gh 

Tel: 

TaMme ban LUC. 
0800305 306 

(44) 131 469 4000 
foe (44) 131 228 4506 


Luxembourg 
H± (352)4666 67 212 
foe (352) 22 21 60 

Tbe Board of Directors 


Tha Governor and Company of the 

BAHK OF SCOTLAND 

KVa lAillited #►* Art of lb MnS> (farfimmi la HBk i) 

U.S.$250,000 < 000 

Undated Floating Rate Primary Capital Notes 
Notice is hereby given that the Rate of Interest has been fixed 
at 6.125 p.a. ana that the interest payable on (he relevant 
Interest Payment Date, May 20, 1998 against coupon No. 25 
in respect of U.S.$1 0,000 nominal of the Notes will be 
U.S.3307.95 and in rasped of U.S.$2SO,000 nominal of the 
Notes will be U.S.$7,698.78. 


HMohtX. 1997. leaden 
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COMPANIES AND FINANCE: INTERNATIONAL 


CBOT expands dealing network 


By Samer Iskandar 

Tbe Chicago Board of Trade, 
the world's largest futures 
and options exchange, is to 
py panri substantially its elec- 
tronic dealing network in 
overseas markets by install- 
ing trading screens in sev- 
eral finatirrini centres. "? 

The CBOT's plans, 
announced yesterday in Lon- 
don, also include a review of 
Its alliance with the London 
International Financial 
Futures and Options 
Exchange. 

The moves underline 
increasing pressure on 


exchanges to cut costa, as 
well as the g ro w ing popular- 
ity of electronic trading, 
which Is often cheaper than 
open outcry, where traders 
face each other on a large 
trading floor. 

Patrick Arbor, chairman of 

the CBOT, described the 

drive to cut costs as “relent- 
less”. 

“The exchanges that sur- 
vive are those that will 
embrace technology,” be 
said. The alliance with Liffe, 
which began earlier this 
year, allows Liffe members 
to trade the CBOT’s fixtures 
on US Treasury bonds in 


open outcry in London. In 
exchange, CBOT members 
can trade Liffe's futures od 
G erman government bonds 
- bunds - on the CBOT's 
floor. However, volumes 
traded to date have been dis- 
appointing. 

Ur Arbor said tbe CBOT 
had lost market share in 
bund trading to the Deut- 
sche Terminbfirse. which 
already trades on a folly 
electronic basis and has 
been strongly challenging 
Liffe’s traditional domina- 
tion of this market sector. 

“We have seen a migration 
from our bund contracts in 


Chicago to the DTB,” Ur 
Arbor said. 

He wfll suggest converting 
the lmk with Liffe to an elec- 
tronic system. He also said 
the CBOT’s board would rec- 
ommend scrapping Chicago's 
traditional evening floor 
trading session in January, 
earlier than planned. 

However, Mr Arbor also 
reaffirmed the CBOT's com- 
mitment to open outcry, 
which still accounts for an 
overwhelming majority of 
trades in Chicago. 

As part of the interna- 
tional expansion plan, a 
worldwide network of com- 


puters will be developed in 
raming years, hosed on the 
CBOT's electronic platform 
Project A. which was Intro- 
duced in 1994 as an after- 
bours system for traders in 

Chicago. 

month Bear Stearns 
executed the first trade in 
the CBOT’s US Treasury 
bond futures from a com- 
puter In London. In the next 
three months nine London- 
based institutions, in cl u din g 
J. P. Morgan, Salomon 
Brothers and SBC Warburg 
Dillon Read, will be 
equipped with Project A 
terminals. 



Preussag may float steel subsidiary 


By Ralph Atkins 
in Bonn 

Preussag, the diversified 
Hanover-based conglomerate, said 
yesterday it may float a majority of 
its steel subsidiary as an alternative 
to a trade sale. 

Michael Frenzel, chief executive, 
made clear for the first h™ that in 
the “medium term”, Preussag envis- 
aged ceding control of Preussag 
S tahl- But he said “concrete negotia- 
tions” had not yet started with possi- 
ble trade buyers, and s u ggested the 
steel subsidiary remained viable as 
an independent operation, leaving 
open the possibility of a stock mar- 
ket listing. 

Preuisag’s review of options for 
Preussag Stahl, which had a turn- 
over of about DM3bn ($i_74bn) in the 
1995-86 finan cial year, is in part a 
response to the. competitive threat 
posed by the newly-merged steel 


activities of the Thyssen and Krupp 
industrial groups. 

British Steel and Voest Alpine, the 
Austrian steel group, are possible 
buyers or partners, but retaining 
control of Preussag Stahl in Ger- 
many would avoid a potentially 
fierce political backlash. 

Preussag said it was under no ti m e 
pressure to decide the future of 
Preussag Stahl - and indicated it 
may wait to take advantage of the 
recent marked rise in steed prices 
which, it said, would help lift the 
subsidiary’s results during the cur- 
rent fomTiwa 1 ! year. 

Preussag said its overall results 
for the year to September SO would 
show an increase of “at least 20 per 
cent” in after-tax profits compared 
with the DM274m reported in 1935-96. 
Consolidated turnover rose from 
DM25bn to DM265bn- 

A dividend of DM12 a share is 
being proposed. Detailed results are 


due to be published in February. 

In recent months, Preussag has 
stepped up the pace of change in its 
activities, announcing a DM2.8bn 
deal to take a controlling stake In 
Hapag-Ltoyd, the transport and tour- 
ism group. It may also dispose of its 
25 per cent stake in Metaleurop, the 
lead and zinc producer. 

Preussag said yesterday that a 
share issue to refinance the Hapag- 
Lloyd deal was being kept open as 
an option. It also confirmed interest 
in increasing its stake in TUI, the 
travel business in which Hapag- 
Lloyd already has a holding. 

Buying the 20 per cent share in 
TUI held by Schickedanz, the retail 
group, might ease fears at tbe Berlin 
cartel office over concentration in 
the German travel business. 

Schickedanz also has an interest 
in a rival travel business being built 
by Lufthansa, the airline, and. 
retailor Karstadt 
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Michael Frenzel: left open the 
possibility of a stock market listing 


Engen seeks more black investment 


ByRobert Corona 

Engen, the biggest South 
African oil group, wants to 
attract a substantial black 
shareholder by early next 
year, according to company 
executives. 

Engen, which was formed 
out of the former Mobil Oil 
assets In South Africa and 
which is SO per emit owned 
by Petronas. the Malaysian 


state petroleum group, is in 
talVa with several black 
business groups about tak- 
ing a substantial minority 
stake of about 15-20 per cent 

Rob Angel, Engen chief 
executive, said that the 
group saw a “distinct advan- 
tage in having the right 
black players as part of 
Engen”. 

The company hopes to 
reach agreement with a 


black empowerment group 
by early next year. 

The main Engen share- 
holders were prepared to 
make way for a substantial 
black shareholder, according 
to Mr AngeL Petronas is 
willing to see its holding fall, 
although it wants to keep It 
above 25 per cent. Other 
investors are willing to 
adjust their holdings on a 
prorata basis. 


Rhidwaan Gasant , finance 
manager, said the Inclusion 
of a black shareholder would 
enhance Engen’s strategy to 
“differentiate” itself from 
multinational oil groups. 
Executives say it would 
enhan ce the group’s compet- 
itiveness elsewhere In 
Africa, as well as give Engen 
greater clout with the Pre- 
toria government 
But executives are keen to. 


attract a strategic partner 
that could also have a more 
direct impact on the busi- 
ness, and stress that any 
deal will be done on strictly 
economic terms. 

It could also help to end 
the generally negative public 
perception of the South Afri- 
can oil industry, which in 
the apartheid era was sub- 
ject to strict secrecy and 
security laws. 


By Judy Dempsey 
in Jerusalem 

Bezeq, Israel’s state- 
controlled telecommunica- 
tions company, has post- 
poned a public offering 
scheduled for this month 
because the prospectus is 
not ready. 

The 11-6 per cent second- 
ary offering, worth about 
$ 170 m at current prices, was 
to be floated on the Tel Aviv 
Stock Exchange, w ith ta ter- 
natkmal investors invited to 
buy shares. It would have 
cut the state’s holding to 
just above 52 per cent 

Bezeq officials said they 
hoped to get the prospectus 
ready for a flotation in Jan- 
uary- They said the current 
prospectus was considered 
inadequate by the Securities 
Authority, which has asked 
for more details on the 
stru c tur e of Bezeq, includ- 
ing its subsidiaries. 

The delay comes after a 
series of setbacks. The anti- 
trust authorities allege 
Bezeq International, a sub- 
sidiary whose monopoly on 
international calls was 

recently dismantled, misled 
the public cm prices. 

They have also launched 
an Investigation Into 
charges that two telecoms 
subsidiaries of Koor Indus- 
tries, the country’s biggest 
holding company, have been 
Involved in price Axing for 
equipment It sold to Bezeq. 

The timing at the offer is 
crucial. Merrill Lynch, the 
US investment bank, earlier 
this year paid $250m for 12L5 
per of Bezeq, with the 
option of selling back most 
of the stake at the original 
purchase price of Shk9.79 a 
share If it cannot place them 
by the end of January. An 
analyst said Merrill Lynch > 
bad not yet sold the shares. 

Bezeq’s shares were yes-, 
terday trading at Shk8.34. 
Analysts said the govern- 
ment could be left with a big 
loss if Merrill Lynch fails to 
place its stake. 


Biber Holding AG in Bankruptcy 

Delisting of the following loans 

2.25% option loan ex option 1987-97 (security no - 100 872) 
3.5% convertible loan 1989-99 (security no. 100 873) 
6.75% loan 1991-2001 (security no. 100874) 

45% convertible loan 1994-99 (security no. 218 555) 


On November 11, 1997, the Admissions Board of tbe Swiss Exchange granted the request of the Extraordinary 
Trustee in Bankruptcy of Biber Holding AG in Bankruptcy to cancel the listing of the following loans of Biber 
Holding AG: 

2.25% option loan ex option 1987-97 (security no. 100 872) ^ 

35% convertible loan 1989-99 (security no. 100 873) 

6.75% loan 1991-2001 (security no. 100 874) 

4.5% convertible Loan 1994-99 (security no. 218 555) 

.1 

The cancellation of listing takes effect on November 30, 1997. The last day of trading on the exchange is fixed on 
November 28, 1997. 

The listing of tbe loans of Biber Holding AG is being cancelled because Biber Holding went into bankruptcy on 
January 21. 1997. 


Zurich, November 13, 1997 


The Extraordinary Trustee in Bankruptcy 
of Biber Holding AG in Bankruptcy 
Karl Wflthrich 



Department for Selective Restructuring 8-10, Calea Grivi^ei, sector 1, 

Bucharest, ROMANIA 

Organizes on 26 - 11 - 1997 , 1-00 p-m- 





for the appointment of the Liquidators 
for the following companies: 




The tenders will be prepared following the contents of the Tender Books. 

The Tender Books can be collected from the State Ownership Fund - Department for Selective 
Restructuring - Liquidation Unit, Calea Grivitei no. 8-10, sector 1, Bucharest, 

2nd floor, beginning with 10 November 1997, 12 am. 

The price of the Tender Book is 1 ,000,000 lei and could be paid at the State Ownership Fund, 

21 GA Rosetti Street, sector 2, Bucharest. 

The tenders shall be forwarded to the State Ownership Fund - Department for Selective 
Restructuring , Calea Grivifai no. 8-10, sector 1, Bucharest, 2nd floor, 
until 25 November 1997, 4.00 p.m. 

For further details please contact us at tel. (401) 650.48.22, fax (401) 21 1 .32.1 1 


All Futures, Options 
.& Margined Forex 

Contact James Allan 

24 Tet 0171 337 3W 

udc foe 0171 337 3997 

Web Site: iwptfwww.gni_co.ufc 



V'nu-si L 




IT 0500 565717 


Market-Eye 


0S00 321 321 


TENFORE 


For more info and FREE demo disc call: 

+44 (0)171 405 1004 


Currircit; 
Dif'-vi jives, 5c‘:s. 
Co — iodities 


Dm h no Capri Gan ba or turned adanni qmn 

Horo • 9.15pn. faeuna qand 4 h». 


I Fcr current f*ian:ldaiaxld<or«l 4 page 699 

For troefae and qs£a*» fcm at 0171-30 550: 


Petroleum Arqus Ei 


Petroleum Argus 


TbeFTGOMlTOWOaWCUnSNCSSS.pdMBikbbmlv't 
CTc p un dcwafai our 3Mcwnd^k«aite M fc%-dMBqaefcBBrta| 
ante tat fatajprf at fcnfaf d ymrfe mUm. MM <37 DDL 
Ctikar ttajtd « JSpMn dap net mi 49pbn «*B afar fas. For anise 
C«^tkDKifattr4^-»44I7imC7*fbrd8*wa(jfaI»»4aBt 


Real 7//ner£QQ/ m fh 

I miures and forex wiv vi Hlfcll 

Cjff 0181-730 1660 tor tree details of both offers 

Futures 




From Data 

fla wtfi laoding prawdar of Raton 


REAL-TIME DAIA ON YOUR PC 

ajriief 4- future* + option + derteedms +bancb+ca»no<flStt 



MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 
24 HOURS 

ht!;://WAA , .(jr,5. , :53!.Mn 
0171522 3317 


0171 

283 

8333 


FUTURES 
OPTIONS 
& FOREX 

PRIVATE CLIENTS 

WELCOME 


ERKELEY FUTURES IMTE H 

38 DOVER STREET; LONDON W1X3RB |H 
TEL: 0171 629 1133 FAX: 0171 495 0022 00 
bttpuywwwJblLcojib 


REAL-TIME ELECTRONIC FOREX DEALING 

TREE pvicsi teed, c ha its news 

w 


: CCT53 * SSS i ' 353S 3 


L-r.Uur i-aqiis -3 •• lore:-: -cm c. co. i:>; • Tol: t-'M ;ti 26 Z 0300 


FiitureSburce 




ON OUR BJiOtERACE SERVICES, PLEASE CONTACT: — 
TsIW 171 6B IU3 RffiH 171 


mini 

REUTERS 


Freephone 

FUTURES PAGER 




-TAX FREE 

0171 896 0011 


G.T.S. 

i R! I l\TO 

'• ! s i r.tr 


— how would you like a 

90% EDGE 

trading np moves, dawn moves, A 


OFFSHORE COMPANIES 




MURPAC 


A personal service bi Futures. Options d- 
Gowwlee with Una gates to 
James MaxwriJ 
7W. 0J7J 702 19 91 
0171 4X06115 
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Fast Fills. 

Low Rates. 
Quality Service. 



Ll>0 UAL DOCK & COMPANY 


www.dbceuro.com Tel +44 171 793 3100 


for prime diems. 

0800-263472 

&r 017I-256-2M5 
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COMPANIES AND FINANCE: THE AMERICAS 


Enersul sold at 83% premium 


By Jonathan Wheatley 
In Sfio Paulo 

The sale of Enersul, the 
Brazilian electricity distribu- 
tion and generation com- 
pany controlled by the 
of Mato Grosso do Sul. 
achieved a premium of 83.8 
per cent to the 
price set. when Escefaa, the 
electricity company, success- 
fully bid • R$625.6m 

(US$565m). 

The sale, via sealed -enve- 
lope auction, was a strong 
show of confidence in the 
Brazilian economy and the 
stability of the currency. 

The successful bid by 
Escelaa, a company in the 


state of Rspiiito Santo priva- 
tised in 1995, was m uch 
higher than analysts had 
expected. 

The Enersul sale coines 
two weeks after a group of 
local investors paid R$3bn 
for control of CPFL, an elec- 
tricity company in SSlO 
Paulo, Brazil’s most industri- 
alised state. CPFL’s buyers 
paid 70 per cent more +b»v> 
the minimum price set 
the sale was takwn as a sign 
that the turbulence on 
global capital markets bad 
failed to derail Brazil’s priva- 
tisation programme. 

Yesterday's sale also gives 
a boost to the government's 
economic policy-makers and 


was welcomed by Pedro 
Malan, firaricp minister, as 
confirmation that- the priva- 
tisation programme 
remained an track- 

The government says It 
will raise about R$80bn 
through privatisation of elec- 
tricity and telecommunica- 
tions assets by the end of 
next year. It needs participa- 
tion in the sales by foreign 
investors to help finance a 
current account deficit of 
about 43 per cent of GDP. 

The Enersul sale attracted 
strong foreign interest, with 
CMS, of the US, offering 6&2 
per cent mare f frsu t he mini- 
mum price and a group led 
by Enron, also of the US, 


offering a premium, of 63.4 
pm cent, to further their 
interests in Brazil. 

Although smaller in abso- 
lute terms than the sale of 
CFFL, the auction set new 
records for Brazil’s electilo- 
ity privatisations. The price 
paid is equal to $599 per 
megawatt/hour, compared 
with $465 in the case of 
CPFL. and Is . equivalent to 
'8.1 times Enersul 's share- 
holders' equity, compared 
with 5J3 times far CPFL. 

Alexandre Fernandes of 
Bozano ffimonflgn , a Rio de 
Janeiro investment banJfc. 
said tiie price paid was a 
reflection of Enersul's strate- 
gic importance. Its distribu- 


tion area will be crossed by a 
natural gas pipeline under 
construction from Bolivia to 
south-eastern Brazil; one 
requirement of the sale was 
that the winner must bufld.a 
300MW gas-fired, power 
station. 

Mr Fernandes said demand 
for electricity in Mato 
Grosso do Sul was expected 
to grow at 7.5 per emit a year 
for the next five years, com- 
pared .with 5.6 per cent a 
year In Sao Paulo. 

Enersul also offered con- 
siderable zoom for efficiency 
savings; about 14 per cent of 
Its electricity is wasted, com- 
pared with 6.5 per cent at 
CPFL. 


Decisive move in mergers end-game 

First Union’s $ 16 bn CoreStates bid marks further stage in banking consolidation 


I f an end-game is indeed 
under way in US com- 
mercial banking, then 
Tuesday's announcement of 
a $l6hn offer by First Union 
for CoreStates - the biggest 
bank acquisition yet 
announced - is likely to go 
down as a decisive move. 

Hugh McCbQ, chairman of 
NationsBank, declared the 
start of the end-game when 
he unveiled a $l5bn offer of 
his own for Barnett Banks, a 
much sought-after institu- 
tion based in the fast-grow- 
ing state of Florida, earlier 
this year. 

The reasoning behind his 
comment: the rash of US 
banking mergers of the 1990s 
has created a group of far 
bigger institutions which are 
now beginning to knock 
shoulders as they 9eek to 
dominate their respective 
regions. There will not be 
room for them all 
First Union, the local rival 
to NationsBank in Charlotte. 
North Carolina, a™* to be 
one of the survivors. Ed 
Crutchfield, . tts chairman, 
has already stitched together 
one of the biggest banks in 
the US through a patchwork 
of acquisitions in and 
around his native south-east 
With the purchase of 
CoreStates. which has assets 
of $47bn, he win lift First 
Union’s assets to $2Q2bn and 
make it the biggest bank in 
both New Jersey and Phila- 
delphia - important places 
in the corridor of states that 
runs from Florida to New 
England, the battleground 
on which the' most recent 
salvos over banking consoli- 
dation have been fired. ■- 
According to First Union, 
it will also be one of the 


three biggest banks, in teams 
of its deposits, to 21 of the 30 
biggest metropolitan areas 
on the East Coast. 

This has became the most 
crowded area of the country 
when it comes to big banks. 
Mergers on the West Coast 
have left only two of conse- 
quence - BankAmerica and 
WeOs Fargo. But in the east, 
big in stitut ions to the once 
discrete south-eastern, 
north-eastern and mid-Atlan- 
tic regions have been on col- 
lision course. 

That makes the bidding 
war that broke out over 
CoreStates as significant far 
its losers as its winner. The 
most prominent of is 
Mellon Bank, the Pittsburgh- 
based institution which rose 
to prominence on the 
Camegy steel fortune. 

Mellon’s bid for CoreStates 
was originally worth 588 a 
share - more than the $85 a 
share of First Union’s all- 
stock offer, under which it 
will pay 1.62 of a share tor 
each CoreStates share out- 
standing. 

The values of both bids 
have fallen with the two 
banks’ shares, thoug h, with 
First Union’s offer worth 
around $79% by mid-after- 
noon in New York yesterday. 

CoreStates rebuffed Mellon 
over what, it said were con- 
cerns about that bank's , 
track record on acquisitions 
and its lack of succession 
plans for when Frank 
Cahouet, ..its chairman, 
retires next year. . 

Critics have suggested the 
offer was also rejected 
because there would have 
been no. place in the merged 
hank for Terrence La r sen, 
CoreStates chairman. In the 



Ed Crutchfield; First Union chair man has already stitched 
together one of the biggest US banks through acquisitions 


combination with First 
Union, he win take charge of 
the entire bank's corporate 
banking operations, and 
chair a regional banking 
division covering the 
nortlheasL 

C oreStates was also 
courted two years 
ago by BankBoston. 
which, like New England 
rival Fleet Financial, has yet 
to break away from its local 
base. 

The future of each of these 
banks ixwt been thrown into 
sharper relief by this year's 


continued growth of the 
reg iona l giants to the south. 

Also apparently in danger 
of being outflanked are PNC, 
which is based in Pittsburgh, 
and Bank of New York. 

First Union's bid, arriving 
after the stock market had 
closed the day before, sent 
the stocks of all of these 
banks up by more , than 2 per 
cant yesterday on the pros- 
pect of a further round .of 
consolidation. 

First Union has paid a 
high price tor its victory. 

At about . 5.5. times 
CoreStates* book value. 


based on the original offer 
price, its bid tops even the 
multiple of tour times book 
value that NationsBank 
agreed to pay for Barnett - a 
deal that was justified at the 
time by Barnett’s leading 
market share in of the 
country’s most attractive 
banking markets. 

The same cannot be said 
of CoreStates' home 
territory, or its own 
lacklustre revenue growth,' 
which made it vulnerable to 
takeover in the first place. 

Multiples of book value 
have become a less 
important measure of value, 
however, during a bull 
mar ket that has driven up 
banking stocks further than 
most 

The availability of cheap 
equity haw enabled banks 
like First Union to raise the 
stakes without greatly 
diluting their own earnings. 

In addition. First Union's 
claims that it can cut as 
much as 45 per cent from 
CoreStates’ cost base have 
been taken seriously by Wall 
Street analysts, who have 
seen Mr Crutchfield hit his 
targets many time6 before. 

An earlier acquisition laid 
the groundwork for this 
week's development: First 
Union established a big 
foothold in New Jersey and 
Philadelphia through Its 
purchase two years ago of 
First Fidelity, a bank with 

assets of $S5hn. 

The prospect of combining 
that network with his latest 
acquisition has raised the 
possibility of heavy cost 
cutting. 

Richard Waters 


Dow Jones to 
cut markets unit 


By Richard Waters 
in New York 

Dow Jones, tire US business 
information group, moved 
yesterday to cut investment 
plans for its troubled finan- 
cial markets unit and 
warned it would register a 
big financial loss for this 
year. 

The actions follow a 
rethink in recent weeks of 
the company’s controversial 
plans to spend S650zn to 
revive the ailing unit, which 
was formerly known as 
Telerate. 

However, Dow Jones 
added that the company was 
“still evaluating all alterna- 
tives" for the business, now 
known as Dow Jones Mar- 
kets - a move that could 
eventually lead to its sale. 

The actions announced 
yesterday will give the mar- 
kets unit a narrower focus 
on (be foreign exchange and 
fixed-income markets, while. 
Dow Jones will write off 

much of the goodwill stem- 

mi Dg from its. piecemeal 
acquisition of Telerate, 


which was completed in the 
early 1990s- 

Eariy this year, the com- 
pany’s management 
announced expensive plans 
to develop the badness into 
a broad service covering all 
financial and commodities 
markets. 

Yesterday's move follows 
the arrival earlier this year 
of three independent direc- 
tors - Harvey Golub of 
American Express, Frank 
Newman of Bankers Trust 
and Bill Steere of Pfizer. 

Dow Jones refused to say 
how far the investment 
plans would be cut, though 
ft said it would spend "con- 
siderably less” next year 
than the Ji70m .it expects to 
spend for the whole of 1997. 

The company said it 
expected to take a big 
charge before the end of this 
year - largely to write down 
goodwill from the Telerate 
acquisition - that would 

lead to a heavy loss for the 

full year.' But earnings 

’ before the charge would stflj 
reach S1.20-L40 a share, as 
earlier projected. 


Estee Lauder agrees to 
buy Aveda for $300m 


By ABce Rawethom 

Estge Lander, the US 
cosmetics group, has agreed 
to acquire Aveda Corpora- 
tion, the fashionable natural 
beauty brand, for $300m 
cash. . 

The deal forms part of 
Lauder’s tong-term strategy 
of diversifying into niche 
areas of the beauty busi- 
nesses by buying high- 
profile brands, and using its 
Infrastructure to increase 
their international 

The Aveda acquisition 
comes less than two months 
after Lauder agreed terms 
with Donna Karan, the trou- 
bled New York fashion 
designer, to take over the 
manufacturing -and distribu- 
tion rights for her beauty 
products. - ■ 

Previous acquisitions 
include those of Bobbi 
Brown and MAC, the fash- 
ionable North American cos- 
metics brands. 

All these deals have been 
orchestrated in the two 
years since Leonard Lauder, 
son of the founders, suc- 


ceeded his mother as chair- 
man. 

Mr Lauder has also taken 
the group public by floating 
it an tiie New York stock 
market Lander’s shares rose 
$1% to $48% in early trading 
yesterday. 

Founded by Horst Rechel- 
bacher in 1978, Aveda has 
become one of the most suc- 
cessful US brands in the fast- 
expanding market tor natu- 
ral beauty products. Its prod- 
ucts are made from flower 
and plant essences, using 
aromatherapy principles. 

Aveda’B haircare products 
are sold to 30,000 salons 
worldwide. The company dis- 
tributes its hair, skin and 
make-up products through 
130 Aveda shares and depart- 
ment stores. The US remains 
its principal market, but 
Aveda products are also sold 
in the UK, Australia and 
Italy. 

Mr Lauder said his group 
had been attracted to Aveda 
because of its "uniqne mar- 
ket position” and “truly 
entrepreneurial” manage- 
ment team. 


After -the - acquisition, Mr 
Rechelbacher will continue 
as chairman, and Aveda will 
retain its headquarters in 
Minneapolis. 

The Lauder group plans to 
expand Aveda’s business 
outside the US, in markets 
where the brand is “underde- 
veloped" according to Mr 
Lauder. 

From Lauder’s perspec- 
tive, Aveda will augment its 
existing product portfolio by 
extending its presence in 
haircare, and by introducing 
it to a new distribution chan- 
nel of specialist hair salons. 

Lander is already one of 
the world’s largest cosmetics 
companies with brands such 
as Clinique. Aramis, Origins 
and Prescriptives, as well as 
its flagship Lauder products. 

It recently reported net 
earnings of $!9&a on reve- 
nue of $3.4hn for the year to 
June. 

In addition to acquiring 
specialist beauty brands, like 
Aveda and Bobbi Brown, 
Lauder has extended its lic- 
ensing agreements with 
fashion designers. 
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On 14th November 1997 the 
sole shareholder of BZW 
Nikfa U5»IT.Emni having 
requested redemption of all 
his shares the Fund ceased to 
exist with effective date 14th 
November 1997. 

The records and books of the 

Fund will be kept for a 
period 'of 5 years at the office 
of NDdso Bank (Luxembourg) 
SA_ 16, Boulevard Royal, 
L-2449 Luxembourg. 
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9 ALFA-BANK 

US$ 77,000,000 

Direct Pay Letter of Credit and Reimbursement Facility 
in support of a U.S. Commercial Paper Programme 



Bank of America International Limited 


Co-Arrancjci; 


ANZ Investment Bank 

Credit Suisse First Boston 
Sorifct* G^nirale 


Bank of Montreal 

Korea Merchant Banking Corporation 


Lead Manager*- 


Hie Arab Investment Co SAA 

BBL Ireland 

CoreStates Bank NA 

Dresdner Bank Luxembourg SA_ 

Natexis Basque - BFCE, London Branch 


Banco Central Hxspano, London Branch 
BCEN- EUROBANK 
Donau-Bank AG 
LBS Batik -New York 




Basca Nazionale del Lavoro S.puA, London Brandi 

Beriiner Bank AG - BanfcgeseUsdaft Berlin Gronp 

Rep uh hc National Bank of New York Royal Bank of Canada 


Participants 


Baden-Wnrttembcrgisdic Bank AG Bank Austria AG 

Skandina viski Breflnlri* Banken 
GZB Bank Genossenschafoidie Zentral AG Stuttgart 
InvestiSni a Bostovni Bankas, a-S- LB InterFmara: AG 

VHniaus Bankas AB 


Letter o) Credit Bank 


| Sodirt Gfafea le (New Ycak) 

1 Bank of Montreal Trust Conqtany 
1 BancAmerka Robertson Stephens 
I Bank of America NT&SA 
Sod6t£ Gtairak (New York) 


Co-Dealers 


Credit Suisse First Boston Corporation 


Documentation and Administration Agent 


Letter of Credit Documentation Agent 




Bank of America 


This advertisement is issued in compliance with the requirements of the London Stock Exchange 
Limited (die 'London Stock Exchange"). It does not constitute an offer or invitation to the public to 
sixeribe for or purchase any securities in March pole Holdings pic ("March pole"). Application has 
been made to the London Stock Exchange for the entire issued share capital of March pole, issued 
and now being issued, to be admitted to the Official List It is expected that admission will become 
effective and that dealings in the Ordinary Shares will commence on 1 2 December 1 997. 

Marchpole 

Marchpole Holdings pic 

OncontoratEd and nffatendm England and WAs under the Compares Aa 1 985 
with registered no. 3328638) 

Placing by 

Sori6t£ G6n6ra)e Strauss Turnbull Securities Limited 
of Ordinary Shares at a price expected to 
be between 120p and 150p per share 

Share capital immediately foQowiog Admission 
Authorised Issued and fully paid 

Amount Number Amount Number 

£35,000,000 175,000,000 Ordinary Shares of 20p each £22,577,782.60 172,888,913 

The number of Ordinary Sham ht issue following the Placing has been calculated on the basis that the Placing 
nice is determined to be the mid-point of the Placing Price Kai^e. The Placing Price may be set outside the 
Placing Prhx Range. If the Placing Price is above or betow the mid-pomt of the Placing nice Range, such number 
of Ordinary Shares will wary. 

Marchpole designs, sources and distributes menswear and boyswear predominantly under licence 
from Yves Saint Laurent Couture SA 

Copies of the Listing Particulars, which have been published, are available for collection during 
normal business hours fix a period of two business days from 20 November 1997, from the 
Company Announcements Office, London Stock Exchange, Old Broad Street, London EC2 and on 
any weekday (Saturdays and public holidays excepted) up to and including 3 December 1997 
from: 


Sotiftg G£n&ale Strauss Turnbull Securities Limited 
Exchange House 
Primrose Street 
Broadgate 
London EC2A 2DD 

20 November 1997 


Marchpole Holdings pic 
2 Berners Street 
London W1P4BA 


INI Finance B.V. 

U.S. $150,000,000 Floating Rate Notes Due April 1999 

Common Code: 4974093 

U.S. $650,000,0005%% Notes Due December 1998 
Common. Code: 4743458 

U.S. $500,000,000 5%% Notes Due December 2000 
Common Code: 6230555 

and 

¥30, 000, 000,000 4%% Notes Due December 1999 
Common Code: 5428718 

18 November1997 

PRICE FIXING NOTICE 

Npflce Is hereby given thallNI Finance B.V. (the yunehaaeO has estaWstad the o Bar price lalattq to an 
offer (the "Offer”) -to purchase for cash aB or part of the entire principal amount of tel at the notes Issued 
pursuant to the issues referred to above (the *NotasT- 

The Purchase Pries referred to in the Notice doted 3 November 1997 has been determined to be: 

0 In the case of toe U.S. $650,000,000 5K% Notes Due 0ecember1S98 
89.677% of the principal amount thereof; 

(H) in me case of the U^ .S50C,000, 000 5y.% Notes Due December 2000 
96-833% of the principal amount thereof; 

(*) in the casa of the ¥30.000.000.000 4H% Notes Due December 1999 
108.433% of the principal amount thereof, 

ptos, in each ease, totereertoeraoncalaifatod on the principal amount of the retevent Notes accrued from and 
tocfcdng thelast Interest Payment Dale to but exdudtog tt» Sattereent Data (as defined below). References 
hereto to lusineEs d^jT snail be is days on which banta are open for business In London. Madrid, Ibkyo, 
Brussels and New \%rk. Paymcrt for Notes which have been nottfed to EurodearevCedai as having been 
Sttofflttted pursuant to the Offer wB tie made through Euroetear or Cedai on 25 November, 1887, the fourth 
business ctay altar the date at this notice (the rSetSvnoit Datd^. 

Goldman Sachs International 

Petortxxwjgh Court. 133 Fleet Street London EC4A2B8 

Th&sAter&amrtf tabmad by Qekknm Sacta bnmtOon*, isgtetttetyriwSaatefef teteft4uMAtea*y 
be to purposes at Sactkn 57 o/tho financial Sarvteaa ActlBflS. 
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Ionica warns 
of a sales 

slowdown 


By Christopher Price 

Shares in Ionica tumbled 39 
per cent yesterday after the 
fledgling telecommunica- 
tions group warned of a 
slowdown in sales because of 
lack of capacity in its net- 
work. 

The fall from 257'/*p to 
156 'ip left the shares well 
below their 390p flotation 
price of four months ago. 

Nigel Playford. chief exec- 
utive. denied the company 
bad been overvalued on flo- 
tation. or that the manage- 
ment could have foreseen 
the problems. 

“Our fundamental position 
is unchanged. We came to 
the market on an eight-year 
view of what we could 
achieve and today's events 
probably add several months 
to that time frame.” he said. 

Cambridge-based Ionica 
received widespread public- 
ity during Us flotation 
because of Its innovative 
technology, which uses radio 
signals to provide the link 
between the home and tele- 
phone exchange. This tech- 
nology allows it to build its 
network at a fraction of the 
cost of a normal telecoms 
system. 

Mr Playford said capacity 
problems had been caused 
by some base stations not 
being able to cope with 
demand. While the company 
had expected a largely uni- 
form penetration rate of 
about 3 per cent in its target 
areas, some had exceeded 
this level. 

New software had been 


Ionica Group 

Share price (pence) 
450 



17th Jul 1997 Nay 

So i>w DstastraamlCW 

ordered to boost capacity In 
the base stations, but these 
would not be fully opera- 
tional until May next year. 

Also, new management 
had been brought in to speed 
up the opening of new base 
stations. Mr Playford said 
there were signs of an 
improvement. 

The cautious statement 
came as Ionica unveiled its 
first-half results. Revenues 
to September 30 amounted to 
£5. 59m ($9. 44m), while pre- 
tax losses were £77.2m. 
Losses per share totalled 
57.89p. 

Analysts expressed disap- 
pointment over lonica’s 
results. One said the emer- 
gence of different demand 
patterns should not have 
been hard to spot. "The man- 
agement appears to have 
taken its eye off the ban at 
an early stage,” commented 
one. 

Lex, back page 


European Commission and DTI give cross-Channel ferry link-up clearance for a trial period 


P&O and Stena merger deal approved 


By Charles Batchelor in 
London and Emma Tucker 


The merger of the cross- 
Channel ferry operations of 
Peninsular & Oriental Steam 
Navigation and Stena Line 
was given a conditional 
go-ahead for a trial period 
yesterday by the European 
Commission and the UR gov- 
ernment. 

The decision ended more 
than a year of suspense for 
the companies, which hope 
to mount an effective chal- 
lenge to the Channel tunnel 
by reducing the size of their 
combined fleet and taking 
other cost-cutting measures. 

it was clear, however, that 
the UK competition authori- 
ties had serious doubts 
about the merger. The 


RESULTS 


Monopolies and Mergers 
Commission concluded it 
would work against the pub- 
lic interest while John Brid- 
ge man, director general of 
fair trading “favoured prohi- 
bition". 

Karel Van Miert, European 
competition commissioner, 
said the joint venture should 
be approved, but for a lim- 
ited period, thought to be 
three to five years. 

Margaret Beckett, trade 
and industry secretary, 
insisted on capping passen- 
ger fares charged by the 
merged company to prevent 
excessive rises after June 
1999. This is when the Euro- 
pean Union plans to abolish 
duty-free sales, which 
account for much of the two 
companies' profits. 

“I have decided that. 


should a duopoly situation 
involving the joint venture 
and Eurotunnel develop, and 
following the abolition of 
duty free, then the joint ven- 
ture should be subject to a 
cap on passenger fares.” Mrs 
Beckett said. Freight rates, 
which are subject to strong 
competition, are to remain 
uncontrolled. 

Lord Sterling, P&O chair- 
man, said: M We are naturally 
pleased that a positive deci- 
sion has at long last been 
taken.” 

Mr Bo Lerenlus. chief 
executive of Stena Line, said 
he hoped to have the new 
company ready to start 
operations in the new year. 

Eurotunnel, which has 
taken a 40 per cent share of 
the cross-Channel market, 
and Hoverspeed. a rival ferry 


operator, both welcomed the 
proposed reduction of excess 
capacity. But Hoverspeed 
said the market was stm dis- 
torted by French govern- 
ment subsidies to SeaFiraace 
and the moratorium on 
Eurotunnel’s bank debt 

Analysts were critical of 
the failure to agree details of 
the price cap, which meant 
uncertainty would continue 
to hang over the companies’ 
shares. P&O fell 2p to 667p 
yesterday while Stena fell 
SKrO.50 to SKT3OS0. 

The companies hope to 
make annual cost savings of 
about £75m ($126. 8m) from 
the merger after restructur- 
ing COStS Of 

P&O and Stena Line: A 
Report on the Proposed 
Merger. Cmd 3664, Stationery 
Office. E2L 
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War in Bosnia, with all its fear, Injury and death has now been 
replaced by peace In Bosnia, with all its fear, Injury and death. 


Tile nasui far this, is the 4 million oaeiplsried lead 
nines that now litter the former Yugoslavia. Carrently 
they MU ar main aretntd IB childrei a week. 

This is why at Children In Crisis, we’re in the process 
of creating safe play areas, filled with cUnbing frames, 
scramble nets aed basksthaU ksogs, where children can 
ran and play sports without worrying that they will come 


to any harm. Bat ta nndertake this danHtinB task, we 

urgently need year help. So for mare information on ear 
invalnafale work and to wake a donation, cnU 
0171 978 56BT. ffnr as litde as £18 per child, 
we cm help create a safe play areal. 

Please give geaerensly. Bosnian land children 
mines can’t stop this ad nailing. Bat yon can. 1PCT1SS 

BtfWm.lKMUOt 


Safeway 
shares 
fall on 
warning 

By Peggy Hoi Unger 

Safeway shares tumbled 16 
per cent yesterday, and 
dragged most food retailers 
in their wake, as the UK’s 
fourth largest supermarket 
chain revealed a collapse in 
current trading and warned 
that full-year profits would 
be lower than expected. 

Announcing a 3 per cent 
increase in interim pre-tax 
profits, the group said it had 
not increased sales volumes 
in the first five weeks of the 
second half, after notching 
np a 2JB per cent rise in the 
first six months. 

The marginal increase of 
<L2 per cent in current trad- 
ing had been purely through 
price increases, the group 
said. 

Shares in most large food 
retailers fell back on the 
news, as Investors took 
fright at the prospect of an 
industry-wide slowdown 
before Christmas. Tesco 
dropped 16%p to 473%p and 
J Sainsbnry lost 17ttp to 
476%p. Safeway closed 64p 
down at 330p. 

However, for most shares, 
with the exception of Safe- 
way, the reaction was over- 
done, analysts sakL •‘There 
is no evidence that this 
sharp slowdown is happen- 
ing to anyone else,” said 
one. 

Colin Smith, Safeway’s 
chief executive, admitted 
the group was suffering 
from the gradual revival of 
j Sainsbury, the former mar- 
ket lead®- which has been 
overtaken by Tesco. “We 
cannot divorce ourselves 
from what is going on,” be 
said. However, he said that 
market share had held 
steady at 7.8 pm* cent. 

Mr Smith agreed the 
recent per form ance was dis- 
appointing. “We know we 
have got to improve,” he 
said. Pre-tax profits for the 
28 weeks to October 11, 
after property losses of 
£1.4m (£2m), rose from . 
£228, 2m to £228 -8m. Sales 
were 7 per cent ahead at 
£&971m. 

Mr Smith said the group 
would focus on three perfor- 
mance targets over three 
years. It pledged to add 
£lbn in sales to existing 
stores; to find £60m in 
animal cost savings; and to 
return £600m to sharehold- 
ers in annual dividends and 
share buy-backs. 

The market was unim- 
pressed by. fire targets and 
criticised management for 
not explaining the sales 
slowdown. 

Full-year profit forecasts 
were cot by about £30m to 
about £4 1 5m, against last 
year’s £420m after £9m in 
property losses. 



Lord Sterling (left) and Bo Lerenlus hope the new company 
will be ready to start operations in the new year 

National Power 
plans £lbn 
overseas move 


By Simon Holberton 

National Power, Britain's 
biggest electricity generator, 
hopes to invest up to £lbn 
($l.B9bn) in overseas power 
ventures before the end of 
the century, doubling its 
exposure to international 
power markets, it disclosed 
yesterday. 

NP has already invested 
£lbn in acquiring interests 
in &50QMW of foreign gener- 
ation, particularly in Pakis- 
tan. which it expects to pro- 
duce profits of £130m or 
more in the year to the end 
of March 1998. 

The company made these 
predications yesterday after 
unveiling slightly better- 
than-expected interim pre- 
tax profits of £254m (£25Lm). 

Profits were struck after a 
£35m provision for expected 
plant closures. Turnover in 
the half-year to September 30 
fell 8.7 per cent to £L45bn. 

NP hoped to pay a full- 
year dividend of 27p, up 8 
per cent, - after announcing 
an interim pay-out of 9p (6p). 

Keith Henry, chief execu- 
tive, said the half-year 
results showed a significant 
contribution from interna- 
tional activities. Interna- 


tional profits, which NP 
slates on a post-tax basis, 
grew to £67m in the first 
half, against £20m. 

“We have been building 
international assets and they 
are bearing fruit." he said. 

Mr Henry said the group 
faced continued pressure on 
its UK business from compe- 
tition. The company made 
sales through the Electricity 
Pool of 27TWh. giving It a 21 
per cent market share, com- 
pared with 27 per cent a year 
ago. 

This loss was only partly 
accounted for by the rale to 
Eastern Group of 4.000MW of 
coal-fired plant a year ago. 
Of the loss of some 7J9TWh 
of lost production, 4.STWh 
reflected "continuing pres- 
sure in the competitive gen- 
eration market”. 

On the sensitive issue of 
coal procurement, NP said it 
was basically covered for the 
forthcoming year. The only 
contract it had signed with 
RJ8 Mining, England's big- 
gest producer, was- for 4m 
tonnes in 1988-89. On “clean 
coal", Mr Henry said that NP 
would not invest in a pro- 
posed RJB/Texaco joint proj- 
ect without a substantial 
subsidy. 


NEWS DIGEST 


Courtaulds delays 
Asian fibre plant 

Courtaulds has postponed building an Asian plant to 
produce Ten cel, its new clothing fibre, while construction 
of its new UK plant is r unning late and its US plant has 
been running below capacity. 

The announcement yesterday raised concerns about 
growing competition and the sustainability of the fibre as 
a luxury product. The shares in the UK chemicals 
company fell Wap to 270p despite interim results that were 
slightly ahead of expectation. 

Courtaulds has spent more than £S00m (J507m) on 
research and production facilities for the wood-based 
fabric, which is just producing profits. The company - 
which releases little financial data on Ten cel - blamed 
destocking for a small drop in orders at its US plant 

The Grimsby plant the first In the UK, had been 
delayed by construction difficulties. The company, which 
had been due to announce the location of an Asian plant 
this autumn, wanted to wait until UK production came 
onstream so it could Incorporate design improvements in 
the Asian plant 

Analysts, however, noted that Courtaulds has this year 
faced competition - from Lenzing of Austria - on the 
product for the first tune. But Gordon Campbell, reiiiof 
executive, said Courtaulds was close to an agreement 
with Lenzing on a patents dispute. 

His comments came as Courtaulds announced a nearly 
5 per cent drop In interim pre-tax profits to £61 .6m, 
mainly caused by the strong pound, for the six months to 
September 30. Virginia Marsh 

YSL licence holder set to float 

The UK licence holder for many of the products of Yves 
Saint Laurent, the French fashion house, is planning a 
London flotation to fund inter national expansion. 

Marchpole Holdings is expected to raise £39m ($65 -9m) 
before expenses and be capitalised at £139.8m-£105m when 
dealings start on December 12. At lS5p a share, the 
mid-price in the 120p to 150p expected price range, the 
flotation wffl realise £llm ter the family trusts of Michael 
Morris, chief executive. Mr Morins, who owns 60.1 per cent 
of the ordinary shares, will retain 38 per cent. 

Marchpole, founded in 1973 as a distributor of suits, 
acquired a licence to design and distribute Yves Saint 
Laurent formal wear in 1985, the same year Mr Morris 
became chief executive. Other UK and Irish licences 
followed. All the licences were renewed for a further 
decade in January. The goods are designed by 
Marchpole 's 12-stroug design team, with support from 
YSL couture, the French operation, which approves final 
designs. 

Marchpole made pre-tax profits of £&23m on turnover of 
£86 Sm in 1996, up sharply from pre-tax profits of £742,000 
on turnover of £17.1m In 1994. Socidte Generate Strauss 
Turnbull are acting as advisers and brokers to the 
flotation. Robert Wright 

Heiton raises $25m in US 

Heiton Holdings has raised $25m in the US in a private 
placement of senior notes to -refinance existing debt 
portfolio and provide funding for future acquisitions. 

The Dabtin-based building materials group said The 
interest' rate had been fixed at 7.14 per cent, and the dollar 
fends have been swapped into Irish punts. 
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Further Asian scares lift prices 


GOVERNMENT BONDS 


By John Labate in New York 
and Vincent Boland 
in London 

Bond markets gained across 
the board yesterday on Fur- 
ther scares about Asian 
financial instability and 
t umbling equity prices. Data 
suggesting German inflation 
was set to remain low also 
helped in Europe, though 
UK retail sales were higher 
than expected. 

US TREASURIES rose in 
morning trading following 
an overnight rally sparked 
by uncertainties about South 
Korea’s currency and sharp 
falls in Japanese equities. 

By early afternoon the 
30-year Treasury bond had 
gained £ to 101£, sending 
the yield down to 6.023 per 


cent Short-term issues also 
rose, with the 10-year note 
up V« to 1Q2&, yielding 5.797 
per cent, and the two-year 
note & higher at 99%, yield- 
ing 5.657 per cent The Fed- 
eral Funds rate was at 
per cent 

In a farther sign of US eco- 
nomic growth, housing 
starts for October were 
reported to have risen by a 
stronger than expected 1.4 
per cent. Much of the 
strength came from the 
multiple-family sector, 
where start-ups jumped 20.6 
per cent 

The report caused some 
early se lling , but bonds 
quickly moved higher as 
investors awaited new tur- 
moil In overseas markets. 

“People are not looking at 
the numbers now, and every- 
one wants to buy Trea- 


suries,” said Richard Gil- 
hooly. international bond 
strategist at Paribas Capital 
Markets in New York. 

Mr GDhooly said the “safe 
haven" status of US Trea- 
suries had been undercut 
because equity markets in 
the US and Europe had sta- v 

bilised by midday. 

GERMAN BUNDS were 
buoyed by reports that M3 
money supply for October 
had slowed to 5.1 per cent, 
from 5.2 per cent a month 
earlier, and that business 
expectations had fallen mar- 
ginally. dne in part to the 
strength of the D-Mark and 
to expected declines in Asian 
export markets. 

David Brown, chief Euro- 
pean economist at Bear 
Stearns, noted that both sets 
of figures muted the harder 
line that emerged from the 


Bundesbank on Tuesday on 
price developments and 
interest rates. Both would 
“provide more stimulus for 
bunds on the upside in the 
near term", he said. 

The December bund fixture 
‘settled 0.40 h igher at 103-24 
in London in good volumes. 

The rise boosted other 
European markets, with 
ITALIAN BTPs patting in 
another strong performance 
ahead of the release of pre- 
liminary November inflation 
data, starting today. 

Analysts said expectations 

that fhp Rank of I taly TnlgFtf 

cut interest rates soon, as a 
reward for continued low 
inflation, were now firmly in 
the market The December 
future settled 0.46 higher at 
112L86, and the spread over 
10-year bunds narrowed to 53 

basis pniwtc 


UK GILTS shrugged off a 
higher than expected retail 
sales figure for October, 
which jumped by 2.8 per 
cent compared with Septem- 
ber, against forecasts of less 
than 2 per cent. The view 

was that the increase proba- 
bly pointed to one more 
interest rate rise from the 

Bank of England 

“The October sales figure 
paves the way for a strong 
GDP figure in the fourth 
quarter and, accordingly, 
supports our expectation of a 
final quarter-point rise in 
interest rates early next 
year, probably in February." 
said HSBC Markets. 

But with that expectation 
already priced into *h« mar- 
ket, gilts were able to ignore 
the data and follow other 
bonds higher. The December 
future settled up % at 118&. 


Risk weighting 
helps Axa-UAP 


Netv international bond issues 
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INTERNATIONAL BONDS 


By Samer Iskander 

Axa-UAP. the French 
insurance company, yester- 
day raised FFrfibn of capital 
in spite of unfavourable mar- 
ket conditions. 

The perpetual notes were 
issued In two tranches, pay- 
ing an identical margin of 60 
basis points over London 
interbank rates (for the dol- 
lar tranche) and Paris rates 
(for the franc-denominated 
securities). This premium 
rises to 210 basis points in 
2007, unless the borrower 
opts for early redemption. 

Paribas, one of the lead 
managers, said the amount 
was oversubscribed, mainly 
by continental European 
banks. Due to volatile mar- 
ket conditions, the issue was 
pre-marketed extensively 
over several weeks. 


WORLD BOND PRICES 


“Perpetual floating-rate 
notes had a tricky time in 
the past few weeks,” a syndi- 
cate official said. “They suf- 
fered more than any other 
sector - with the exception 
of some emerging markets - 
from the global turmoil.” 

A recent Issue of perpetual 
bonds by one European 
bank, for example, saw its 
margin over Libor widen 
from 60 basis points to 85 
points in one week, which 
amounts to a cash loss of 
about 1.5 per cent on the 
amount invested. 

The success of yesterday’s 
launch was in large part 
explained by a regulatory 
quirk. Although Axa-UAP is 
a fiwnwr4ai institution, its 
prudential risk weighting is 
equivalent to that of corpo- 
rations. 

This tn pars the amount of 
capital banks must set aside 
when they lend to Axa-UAP 


Coopon 

; ■-iinrprjijfr-; tr v : r. 

Axa-UAFWt' 400 (si) 100X0R undated' 

European investment Bank 250 4.50 97X0R Dec 1988 

Axa-UAP(b& _ OSbn (bl) 10QXQR undated 

Siemens finance NV 200 3X5 102/45 Dee 2002 

•Mi 

MO 250 5.75 9685H Dec 2012 

NSW Tnusuy Cop* 100 4.50# 99.102 Nov 2000 


Book+uanr 

... 

0.625R ’ - Gotdman/MorTfifParibaa 

0.12SB ^-OOjgKiQaag Commerz ban k 


Menu Lynch/Paribas 
_2X0 - UBS 

2 0875R +10® 1NQ Barings 

a.-syr -.j ' 


1.375 


Nomura international 


final terms, non-caJette unteaa stated. YMd spread (over relevant g ov ernment bond) at tench supplied by lead merager. 
♦Untested. $ Floating-rate note. tSemt-ermual coupon, ft fixed re-offer pries; teas shown at re-oflar level, a) from 

Dec 07 at par. al) 3-mm Lfeor +60bp to Dac 07, that +2l0bp. b) CaSsbia term Dae 07 at per. bi) 3-moi Pteor +eobp to 
Dec 07. men +210bp. • Over ttwpc to ted yield. 


is much lower than that 
required on a loan to a bank. 
For a large number of poten- 
tial buyers, the lead manag- 
ers said investing in the 
bonds would yield the equiv- 
alent of a 13.5 per cent 
return on capital employed. 

This spiling argument was 
attractive mostly to conti- 
nental European banks, 
which earn low returns on 
equity. 

Syndicate officials expect 
the European FRN market 
for insurance companies to 
grow as a result of increased 


merger and takeover activity 
in the sector. 

The EUROPEAN INVEST- 
MENT BANK Issued $250m 
of two-year notes, with Com- 
merzbank as lead manager. 
The deal was priced to yield 
10 basis points more than US 
Treasuries maturing in Octo- 
ber 1999. 

“The pricing was ti ght, but 
stm correct," said Mooyaart, 
a bond pricing company 
which analyses bonds based 
on the pricing and perfor- 
mance of the most liquid 
benchmarks. 


BENCHMARK GOVERNMENT BONDS 
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Auatraffa 

03/99 

10/07 

0250 101.5784 
10-000 1300271 

4X9 

5X0 

-0X3 

-0X7 

-0X4 

-614 

*609 

-631 

-1X0 

-1.1B 

Austria 

oaraa 

7JOOO 104.2200 

4X2 

-0X4 

-610 

-023 

*033 


07/07 

SjSZS 1000900 

6X1 

-0X5 

-0.11 

-0X9 

-027 

Boigkira 

04/09 

7500 1035800 

4X4 

-0X1 

-612 

-623 

*688 


03/07 

a250 104.1400 

5X6 

-0X6 

-611 

-613 

-630 

Caneda 

03/99 

' 4J00Q B95600 

4.11 

-0X4 

+0.1 B 

*613 

♦623 


06417 

7.250 113JOOO 

543 

-0X1 

-0X2 

-627 

-0-70 

Danmart- 

12/99 

6500 102-3600 

4.78 

-0X3 

-0X0 

-020 

+649 


11/07 

7500 107-3000 

6X1 

-0X6 

-613 

-0.1 B 

-0.72 

Finland 

01/99 

11 /JOO 107.3070 

428 

-0X1 

-0.15 

-0X6 

+0A4 


04/06 

7*50 109-9350 

5-72 

-0X4 

-0.11 

-0.16 

-0X6 

Francm 

11/SB 

7J000 1042900 

4Jfl 

-0X3 

-614 

-024 

*0X2 


10/04 

6.750 1084600 

526 

-0X4 

-0.13 

-617 

-0X1 


10/07 

5500 89.7600 

5X3 

-0X5 

-613 

-617 

-025 


10/25 

6.000 9Bj6200 

6.10 

-0X5 

-0.13 

-612 

-682 

Oarraaiqr 

06/99 

3J00 98X100 

422 

- 

-614 

-023 

*671 


07AM 

8.750 107X900 

52B 

-0X3 

-613 

-0,13 

-619 


07/07 

aooo 1034100 

5X3 

-0X4 

-0.14 

-0.13 

-028 


07/27 

6X00 104X600 

X14 

-60S 

-612 

-607 

-656 

fcielami 

BOUNKI 

04/99 

6X50 101X700 

5X9 

-0X9 

-0.17 

-026 

-0X6 


DBAS 

8X00 113X000 

5X9 

-607 

-615 

-612 

-672 

Hair 

QSOO 

aooo 1D1JSOD 

5-19 

-0X« 

-027 

-020 

-1.10 


05/02 

8X50 102X500 

5X0 

-605 

-023 

-617 

-120 


07/07 

8.750 105.6600 

5X8 

-0X7 

-QJ23 

-0.16 

-1X5 


11*6 

7X50 109X400 

649 

-0X7 

-620 

-612 

-1X4 

Japm 

06*9 

4X00 106X900 

0X8 

+0X3 

-612 

-610 

-045 


12/02 

4X00 117X1CQ 

126 

+0X2 

-0X6 

-0X3 

-684 


09/05 

3X00 108X300 

1.77 

♦0-01 

- 

-0X2 

-a so 


03717 

3X00 113.7600 

2X0 

*601 

*0X0 

-601 

-673 


06*9 

7X00 104.5900 

4X6 

-0X1 

-612 

-618 

+683 


02/07 

5.760 101.7000 

5X1 

-605 

-614 

-615 

-621 

NawZejdnd 

02/00 

0X00 99.1915 

689 

-602 

-0X8 

*602 

-0X7 


11/06 

6X00 108.1606 

6X1 

-0X6 

-613 

-610 

-0X7 

Norway 

oi/sa 

9X00 105.1700 

441 

-605 

-612 

-0.16 

-641 


01/07 

8.750 107X000 

5.71 

-604 

-0X9 

-0.12 

-678 

Ptegal 

03/98 

8X00 1044582 

4X2 

-603 

-023 

-624 

-146 


02/07 

6X25 104X080 

5X3 

-602 

-0.13 

-0.11 

-1.12 

SpNn 

07/99 

7400 104X277 

4.70 

-603 

-618 

-628 

-1X0 


03/07 

7X50 110X230 

6X5 

-0X5 

-619 

-614 

-1X1 

Tnaitan 

01/99 

11X00 1064170 

5.12 

*602 

-0X5 

-605 

-618 


08/07 

6X00 112X700 

6X7 

-608 

-0.11 

-0.13 

-031 

Sitovrtand 

03*0 

4 -COD 1 02.4700 

2X4 

-604 

-610 

+0X5 

-020 


06*7 

4-500 107.4500 

3X6 

-606 

-613 

-606 

-632 

UK 

06/99 

6X00 96X100 

7.11 

-0X3 

-a 12 

*620 

+638 


11AM 

6.750 100X500 

670 

-0X7 

-QJ23 

*0X6 

-0X1 


12/07 

7X50 104.7188 

8X0 

-606 

-0.10 

♦0X2 

-031 


06/21 

6X00 117X200 

6X3 

-606 

-0.14 

*0X1 

-1.17 

US 

07/99 

SX7S 1002270 

5.73 

_ 

- 

-616 

*0X7 


05AM 

7250 107X630 

5X3 

-604 

-0X7 

-0X2 

-0.11 


08/07 

&125 1022030 

5X2 

-0X2 

-oxe 

-0X2 

-634 


08*7 

6X75 103.6330 

608 

-0X2 

-607 

-633 

-634 

ECU 

03/99 

5X00 100X700 

4X0 

-602 

-0.13 

-614 

*047 


04/07 

5X00 96X300 

5X9 

-0X5 

-614 

-616 

-649 


BOND FUTURES MB) OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATIF) FFiSOQXOO 


Fair value, according to 
Mooyaart’s model, would 
have been a spread of I4£ 
basis points. However, the 
relatively small sire of the 
deal aimed it at retail inves- 
tors, which are )<*« demand- 
ing in terms of spread, but 
concen tr ate instead on issue 
price and coupon. 

Mooyaart also said the 
two-year maturity offered a 
good arbitrage opportunity, 
with swap rates offering a 
cost saving of roughly 6 
ha gjg points co m p a red with 
neighbouring m at uriti es. 


US CORPORATE BONDS 


High-yield 
bond issue 
from Colt 
Telecom 

By Jonathan ftwti 

Colt Telecom, an 
international telecoms oper- 
ator specialising in services 
for the financial community, 
is to fanmeh Europe’s first 
high-yield bond since the 
recent global market 

fTTTTO/lfl 

The two tranches, of £S0m 
and DHX45m, will be priced 
tomorrow. Morgan Stanley, 
lead manager, said early 
price indications were of a 
spread of 362.5 to 3S7.5 
basis points over govern- 
ment bands. The issue will 
have a maturity of 10 years. 

Colt said two weeks ago tt 
intended to raise up to 
£190m to fund continued 
development and expansion. 

The company, which was 
floated last December on the 

London Stock Exchange, has 

been building fibre optic 
network s in London, Frank- 
furt, Paris, Munich and 
H ambur g. It plans to offer 
services in Botin next year 
followed by Zurich, Brus- 
sels, Madrid, and other Ger- 
man markets. 

Alongside the bond issue, 
the company j pfrwnflg to 
raise roughly £100m 
through a share offering. 

The bond issue follows a 
turbulent period for 
Europe's nascent high-yield 
bond market, which has 
seen a handful of deals 
launched thi« year. 

“Existing E ur o p ean high 
yield bonds have widened by 
between 25 and 75 basis 
points since last month’s 
turmoil, ** said John Wotow- 
kz at Morgan Stanley. 

This has largely elimi- 
nated pint ma d* earlier in 
the year, bnt compares 
favourably with emerging 
market bonds, which have 
seen their yield spreads 
widen by as much as 700 
basis points. 


CAPITAL MARKETS NEWS DIGEST 


Loan for Billiton 
to raise $1.25bn 

Billiton, the mining company 

after its demerger from Gencor, rfSmith _ 

raise *L2Sbn through a syndicated “ 

refinance $S60m of debt raised In June i" 6 fand 
future capital expenditure and investment. 

• Bank of America, Barclays Capital, Chase Manhattan 
and UBS arranged the loan. The foil amount was under- 
written by the arrangers, along with . 

Investment Bank, Citibank, Dai-Ichl Kangyo Bank. Dresd- 
ner Rank and Royal Bank of Canada. A 

The loan wfll help Bflfcfam achieve substantial cost 
savings, as a result of the general contraction of spreads 
in foe past couple of years. Hie seven-year facility was 
priced at 25 basis paints over Libor far the first five years, 
rising to 32.5 paints in the remaining two years. This com- 
pares with 55 points over Libor for the existing loan. 

Loans have proved more resilient than bonds during 
the recent global market turmoil, with spreads remain i n g 
stable. In the bond markets, yield spreads have widened 
substantially for all but the highest quality borrowers. 
Bankers earned: a lot of activity in the loan market cany 
npTf year.-after the Christmas lull. Samer Isknndar 

■ CLOTHING 


Ittierre share offer oversubscribed 

Ittierre H o l ding , an Italian clothing company that manu- 
fectures and distributes under licence from same of the 
country’s top fashion designers, yesterday completed an 
initial public offering of shares, raising L240bn (about 
$I4Qm) and valodng.the company at L960bn. 

Ittierre said its public offering in Italy to retail inves- 
tors. 30 per cent of the IPO, had been six times subscribed, 
with demand for 89m shares against 15m cm offer. Last 
week the company completed an offering to institutions, 
with 47 per cent of demand from Italian investors and 53 
per from international Institutions, which it said hod 
been 11 times subscribed. 

The shares were priced at L4£00 eac h , and trading 
Hoping in Milan on November 27. Morgan Stanley Dean 
Witter was global coordinator, with Schroders as institu- 
tional lead manag er and Institute Bancario San Paolo di 
Torino as retail lead manager. Vincent Boland 

U NATURAL RESOURCES 


Swiss group increases facility 

Glencore, the natural resources group that is Switzer- 
land's largest privately-held company, has completed syn- 
dication of a flbn irrevocable direct pay letter of credit 
facility from an international hank syndicate to support a 
$lbn US commercial paper programme. The c ompa ny 
AirfvfoH to increase the facility from an initial 5700m “due 
to the strong support provided by the market" The bank- 
ing syndicate was arranged by ABN Amro and UBS. 

Vincent Boland 
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CURRENCIES AND MONEY 


Yen hits its lowest point since 1992 


MARKETS REPORT 


By Simon Kuper 

Tile yen yesterday touched 
its lowest level against the 
dollar in more tha n five 
years, hurt by the fall in the 
South Korean won and by 
the market's growing realis- 
ation that there mi ght no 
public hinds to spend on 
bailing out Japanese hanire 
Yasuo Matshushtta, Bank of 
Japan governor, said the use 
of such funds warranted 
“wide discussion”. 

The Nikkei stock index 
suffered its largest one-day 

Dali in two years, helping the 

yen to dip just below its low 
for 1997 of Y127.46. The yen 
was saved, from a steeper 
drop by reports of options-?*- 
la ted dollar sales at about 
Y127X, and by the ever-pres- 
ent fear that Japanese or US 
officials might try taiicing 
down the dollar. 

Jiji. the Japanese wire ser- 
vice, also buoyed the yen by 
reporting that the Bundes- 


bank was preparing to hold 
some of its foreign exchange 
reserves in the currency -as. 
European monetary union 
. approached in 1999. The only 
foreign currency the Bundes- 
bank holds in its reserves 
now is the dollar. 

The yen dosed in London 
at Y127.3 to the dollar. YL6 
down on the day. Zt feu Y0X8 
against the D-Mark -to 
Y73.46, a six-and-a-half 
month low. 

. Patricia Elbaz. technical 
analyst at S&P’s IOCS in 
London, said that if the yen 
fell below Y127.5 against the 
dollar it would encounter no 
resistance unto it hit Y130. 

. The wan fell after South 
Korea's economic rescue 
package disappointed the 
market Investors h*»a hoped 
that Korea would enlist the 


fa HewYort 


~Pm. (Job- 
1.8810 
. 1.6885 

1S89S 
.taels 


International -Monetary 
Fund's hacking. Instead, the 
government said it would 
approach Japan and the US 
about bilateral aid, would 
promote bank mergers, and 
open the bond market to for: 
eign investors. 

Vang Kyong-sMk has been 
replaced as Korea's fmanew 

mlnlutor py T.Vm (Thwwg -y np^ 

previously .the trade minis- 
ter. Thwt too has dented sen-. 

Korea is to widest its daily 
trading band for the won 
from Z2S per cent to 10 per 
cent from today, with the 
mid-rate each day based on 
the previous day's trading. 
Bob Hayward, senior econo- 
mist at Bank of America hr 
London, said the widening 
was “e ffe c ti vely a devalua- 
tion”. The won fell from 
about 1,020 against the dol- 
lar l a t e on Tuesday to 1,030/ 
40 late yesterday. 

The won's fell hit the Tai- 
wanese dollar, the Singapore 

i^]1nr and fhna tha Mfllay - 

sUtn ringgit. 





■ The dollar recouped its 
loses of Tuesday against the 
D-Mark on signs that Ger- 
man inflation remained 
weak. The Ifo survey showed 
a slight fell in business sen- 
timent in October, whQe MS 
money supply growth for the 
same month slowed from 5+2 
per cent to 5.1 per cent 
Otmar Isstng, Bundesbank 
r- frtnf economist, ha«t said 
late on Tuesday that "a 


strengthening of price pres- 
sures in the next few months 
is not in sight”. The longer 
term, however, was “a com- 
pletely different Question". 
The dollar rose 0.8 pfennigs 
yesterday to DML733. but 
faces resistance at DML74. 

■ One of Korea's problems 
is the sheer size of the sum 
it requires. The country is 
the eleventh largest econ- 
omy in the world, with a 
total foreign debt of SLlObn. 

oa r-ii day's in *Tw 
won ni nkpg that more expen- 
sive to repay. 

Economists said a viable 
rescue package would have 
to be worth between $40hn 
and |80bn, compared with 
the $S0bn-$40bn package 
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arranged by the IMF for 
Indonesia last month. The 
largest package the IMF has 
ever brokered was the $S0bn 
deal for Mexico in 1465. 

Korea, in any case, is try- 
ing to bypass the IMF. But 
Carlos Daurignac. emerging 
markets s tr a tegist at Credit 
Agricole Indosuez in Lon- 
don, said that neither the US 
or Japan, on whose doors 
Korea intends to knock, 
were likely to be in a dis- 
bursing mood. The present 
US Congress has shown little 
inclination to bafl out for- 
eign countries that have got 
themselves into trouble, and 
Japan has its own problems. 
Tokyo is considering spend- 
ing public money to bail out 
its own banks, but Mr Hay- 
ward says even that would 
stick in the craw of Mrs 
Watanabe, the legendary 
Japanese housewife. 

As a result, it is still hard 
to find a currency strategist 
who believes that Korea can 
hold the won around its 
present leveL 
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If you want to do business in 
Europe, don't let our location fool you. 
Madeira is a region of Portugal and the 
people of Madeira have a passion lor 
inte rnatio nal b usiness ftiat dates bark 
centuries. Its this passion for quality ser- 
vice and cost-efficient operations that is 
making Madeira’s new Internationa] 
business centre such a success. 
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Here you'll find over 2,000 
companies in financial services, 
international services and ship- 
ping, as well as in manufactur- 
ing for Europe and the world 
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within an industrial free trade zone. And 
the advantages are nothing but special. 

So get a new vantage point on Europe 
from its perfect perch for global business. 

Come to Madeira. 

Madeira 
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Fgj if a Way of Life 
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COMMODITIES AND AGRICULTURE 


Inco plans closures after sharp drop in nickel 


By Scott Morrison in Toronto and 
Kenneth Gooding in London 

Inco. the world’s biggest nickel 
producer, is to close five high-cost 
Canadian min es and speed up 
planned job cuts at its Ontario 
and Manitoba operations to save 
between $30m and $40m a year. 

The company said the move was 
prompted by the recent sharp fell 
in nickel prices caused by unex- 
pectedly big exports of nickel and 
scrap by Russia. 

Inco will also cut capital spend- 
ing to $480m next year, down 
$80m from forecast 1997 levels. 


At the same time, said Michael 
Sopko. chairman, Inco would “vig- 
orously advance" its big low-cost 
nickel projects- These include 
Voisey's Bay in Canada; the 50 per 
cent expansion of its Indonesian 
subsidiary; and the Goro project 
hi New Caledonia. 

Nickel is mainly used to pro- 
duce stainless steel. Mr Sopko 
said demand for the metal was 
likely to grow by an annual 5 per 
cent for the next five years. How- 
ever, the future of Russian pro- 
duction and consumption 
remained uncertain, he added. 

It was not immediately clear 


how Inco would speed up the 
development of Voisey’s Bay. 
Native land claims and environ- 
mental concerns at the eastern 
Canada deposit, which contains 
116m tonnes of nickel-copper- 
cobalt ore. have resulted in delays 
which could push the start of pro- 
duction back to late 2000. a year 
later than initially planned . 

The delay provides an opportu- 
nity for competing Australian pro- 
ducers; there are some sugges- 
tions that Inco may be forced to 
develop the deposit in two stages. 
A comprehensive review of the 
project by Inco will not be com- 


pleted until early next year. Inco 
had previously said it would 
invest $580m to boost annual 
capacity at P.T.Inco - its 59 per 
cent-owned subsidiary - to 150m 
pounds by 2000. 

The company said its nickel 
production this year would drop 
to 392m pounds, compared with 
412m pounds in 1996, as a result of 
a strike at its Ontario facilities 
and a drought in south-east Asia 
which affected P.T.Inco’s ability 
to generate sufficient hydro-elec- 
tric power. Inco said increased 
production in Indonesia and at 
lower-cost facilities in Ontario 


wffi boost the company’s nickel 
output to 440m pounds in 1998. 

Next year Inco will shot the 
Shebandowan, McCreedy West. 
Levack and Uttle Stobie mines in 
Ontario and the higher cost areas 
of the Birchtree mine in Mani- 
toba. The rest of Birchtree would 
be put on standby. 

Inco had previously aimed to 
cut 1,000 jobs in Ontario in five 
years bat those plans have been 
accelerated and 500 will go next 
year. 7 per cent of the workforce. 
• Nickel consumption was expec- 
ted to grow by 4 Si per cent next 
year to 960,000 tonnes and produc- 


tion to increase by 7 per cent to 

750.000 tonnes, said Ivor Kirman, 
a director of Inco Europe. Net 
imports from the former Eastern 
bloc would be 190.000 to SOQflOO 
tonnes, so the western market 
would see a supply deficit of 

10.000 to 20.000 tonnes. 

Russian nickel exports were up 

by 32 per cent so far this year 
while its domestic consumption 
continued to disappoint. Some 

15.000 to 30.000 tonnes would be 
exported from Russia’s stocks 
rtp-rt year. “We don’t know how 
much nickel is in those stock- 
piles," he said. 


Demand 
for gold 
at record 
levels 

By Kenneth Gooding, 

Mining Correspondent 

Gold demand reached record 
levels in the first nine 
months of this year, in spite 
of recent weakness in some 
big Asian markets caused by 
the currency and stock mar- 
kets turmoil, according to 
the World Gold Council. 

Fourth-quarter demand 
also started strongly but 
George Milling-Stanley. the 
WGC’s manager of gold mar- 
ket analysis, yesterday shied 
away from predicting 1997 
would set a record. When 
pressed he would say only; 
“There is a very good chance 
it will be a record year." 

The WGC. a promotional 
organisation funded by gold 
producers, monitors markets 
accounting for 80 per cent of 
total demand. In the first 
nine Tnomtha of 1397 demand 
was 11 per cent higher year- 
on-year, at 2,191 tonnes. 

India, the largest gold con- 
suming natio n, was the driv- 
ing force b ehind the record. 
Demand in the nine months, 
at 535 tonnes, was 44 per 
cent and ahead of the 508 
tonnes for an of 1996. 

Mr Milling-Stanley said 
the boom in India was 
helped by lower interna- 
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tional gold prices, coupled 
with a further narrowing of 
the differential between 
international and domestic 
juices as a result of liberalis- 
ation moves and the 10th 
consecutive good monsoon, 
which helped generate 
higher disposable incomes. 

The Indian government 
seemed determined to main- 
tain the pace of gold market 

r efo r m and «rinr*r> fhe end of 

October all authorised agen- 
cies had been able to import 
gold without limitation on 
quantity and, after paying 
impart duty of 5 per cent, 
sell it to the local market 

The premium Indians have 
to pay for gold compared 

With the intamatinnal price 
was likely to fall sharply 
from about 15 per cent to 7 
to 8 per cent, he suggested. 


Mr Milling-Stanley dis- 
missed the idea that gold 
demand was being driven to 
record levels entirely by low 
prices. The strength of the 
US dollar (used for the inter- 
national price of gold) had 
mad a the mptai seem much 
more expensive In some 
countries. 

In Thailand, for example, 
there was a great deal of sell- 
ing as the local currency 
dropped by 40 per cent 
against the dollar. 

“There was some profit- 
taking but the bulk of vol- 
ume reflected distress sales 
The fact that consumers 
were able to convert 
gold back quickly into eash 
hi g hli ghted again its tradi- 
tional role as a store of value 
and an asset of last resort," 
said Mr Milling-Stanley. 


US gets grip on milk pricing 


T he dozen or so Min- 
nesota dairy farmers 
squeezed into an air- 
less classroom look as if they 
would prefer to be fo lding 
their forms. Instead, they are 
studying how they might 
hedge against a sudden fail 
in price of milk. 

This is evidence of the 
changes sweeping the US 
dairy industry - part of 
reforms designed to nudge 
agriculture closer to market 
economics. 

For decades, the $22bn 
dairy sector has been one of 
the most protected parts of 
the nation’s huge agricul- 
tural industry, with returns 
guaranteed through price 
supports. The price of drink- 
ing milk, for example, has 
been determined by a fiend- 
ish formula partly based on 
a producer’s distance from 
the little-known town of Ban 
Claire, Wisconsin. 

This is changing. At the 
be ginning of the 1990s. fed- 
eral dairy support levels fell 
below market clearing lev- 
els, introducing an element 
of price unpredictability. 

Now, the 1996 Freedom to 
Farm Act requires dairy 
price supports to be phased 
out by 2000, and gove rnment 
milk marketing orders to be 
rationalised. 

In the interim, Minnesota 
mQk producers - who claim 
the current pricing system 
tinning thnra opportunities in 
other parts of the country - 


have taken matters into 
their own hands, brin g in g 
legal action against the US 
secretary for agriculture. 

This month. Judge David 
Doty, in the US District 
C ourt in Minnesota, ruled in 
their favour, finding ele- 
ments of the milk pricing 
system “arbitrary and capri- 
cious". The Eau Claire-based 


Nevertheless, the declin- 
ing im po rta nce of price sup- 
port levels are already driv- 
ing changes at farm level. 
There are an estimated 
115,000 dairy producers in 
the US. but about 80 per cent 
of their milk gets marketed 
through co-operatives. 
Increasingly, the newly com- 
petitive environment is 


With the declining importance of milk 
price support levels, the newly 
competitive environment is encouraging 
the 115,000 dairy producers in the US 
to consolidate their operations 


differentials should not be 
permitted, he confirmed. The 
US Department of Agricul- 
ture has sought a stay of his 
order, and is considering 
whether to appeal 
Even before this latest 
complication, the question of 
how pricing would be deter- 
mined in the deregulated 
environment was moot For 
fluid milk products, for 
example, the US Department 
of Agriculture has published 
suggestions, and intends to 
issue more formal proposals 
by the end of this year. That, 
though, would trigger a com- 
ment period and it would 
probably be 1999 before firm 
details were in place. 


encouraging these to consoli- 
date their operations. 

This month, for example, 
voting has been under way 
on a proposed four-way 
merg e r between some of the 
nation's largest co-ops - 
Mid-America Dairymen, 
based in Missouri; Milk Mar- 
keting, in Ohio; Western Dai- 
rymen, in Colorado; and part 
of the Arlington-based Asso- 
ciated M«k Producers. If the 
deal goes ahead, the new 
entity will handle more titan 
one-fifth of aQ milk produced 
in the US, and have about 
22,000 members. 

The co-operatives involved 
are emphatic about the ratio- 
nale: The dairy industry is 


changing around the world, 
a pd we've lost a lot of pro- 
ducers. This way well get 
economies of scale," says 
Mid-America. Within four 
years, the new organisation. 
Dairy Farmers of America, 
says it could save S27tn a 
year. 

Nor is It just co-ops who 
are getting together. A num- 
ber of quoted companies 
with dairy Interests, such as 
Illinois-based Dean Foods, 
have been snapping up 
small er operations in the 
hi g hl y -fragmented industry. 

Meanwhile, the prospect of 
a new swathe of risk-aware 
customers has raised the 
interest of the US futures 
markets - and led to rivalry 
between the Cocoa, Coffee & 
Sugar Exchange in New 
York, and the Chicago Mer- 
cantile Exchange. Over the 
past four years, both have 
developed dairy-related 
futures contracts, from fluid 
milk to Cheddar cheese, and 
say more are in the pipeline. 

However, futures traders 
say selling risk-management 
tools to the dairy industry 
will be uphill work, and that 
liquidity needs to improve. 
"The key is educating a 
whole industry which has 
not bad to do this in 50 years 
- a lot of them are scared to 
death of the futures indus- 
try," says Robert Prodi, a 
CME director. 

Nikki Taft 


Inventory 
reports 
dampen 
oil sector 


By Gary M e a d 

Crude oil prices drifted 
yesterday as the verbal 
tug-of-war between Iraq and 
the United Nations marked 
time, fresh data indi- 
cated that the US has experi- 
enced a recent slowdown in 
demand for oil product*, 
with a simultaneous 
increase In its crude oil 
reserves. 

The Department of Energy 
reported yesterday that US 
crude oil stocks rose by 
5.3m barrels last week, 
although the American 
Petroleum Institute - to 
which refiners only volun- 
tarily report stock data - 
jut the figure rather lower, 
at 399m barrels. 

The API also reported 
heating oil stocks in the 
north-east of the US ~ the 
world's biggest heating oil 
market - at a fresh high of 
l&Sm barrels. 

Together with the relative 
lack of movement on the 
Iraq-UN front, the invento- 
ries' news dampened crude 
oil markets. 

(hi the New York Mercan- 
tile Exchange, December 
erode was 8 cents lower at 
midday, at $19.96 a barrel. 
On the International Petro- 
leum Exchange December 
Brent moved up a mere 2 
emits to H9.4S a barrel in 
later trading. 

On the London Metal 
Exchange zinc performed 
strongly, with traders tak- 
ing the view that it had 
become oversold. It closed 
$84 higher at $1,195 a tonne. 

Nickel also recovered 
some lost ground, closing at 
$6,205, up $65 a tonne. Cop- 
per straggled to get above 
$1,900 but ended $9 higher 
at $1,907 a tonne. Specialists 
said slack Asian demand 
was likely’ to persist and 
depress copper prices, along 
with those for other base 
metals, for some time. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prints tram Amalgamated Mom Trading) 

■ AUUM M UH BOJ PfJBTTY (3 per tonne) 
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GRAINS AND OIL SEEDS 

■ WHEAT tiffE (100 torarae; g per tome) 

Srtt Bay's ' . Open 

price daqa B* In W M 

Hm 80.75 -035 81-00 80.75 7 73 
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ENERGY 
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■ COCOA CSCE (10 tonnes; Stomas) 


MEAT AND LIVESTOCK 
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88 

116 

1700 _ - 

28 

68 

103 

150 

■ COCQAUFFE 

Dec 

Mar 

Ooo 

Mar 

1000 

10 

63 

2 

28 

1025. 

- 

51 

17 

41 

1090 

-■ 

41 

42 

9B 

■ BRENT CRUDE 





IPE 

Jen 

Fob 

Jan 

Feb 

1900 

67 

. 

44 

44 

1850 

48 

- 

73 

. 

2000 

- 

- 

- 
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CROSSWORD 


No.9,537 Set by GRIFFIN 

tr 


LONDON SPOT MARKETS 

M CRUDE OK. FOB fear barroQ +*r- 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices suppHod by N M Ftathacbfld) 

OoktfTroy az) S price £ aquhr SFr equtv 

Close 305X0305X0 

Oornkn 305XQ-303.1Q 

Morning fix 30640 181X2 429X8 

Afternoon fix 305X5 18120 429X3 

Day’s High 3OTX0-3Q720 

Da/E Loot 304X0-304X0 

Previous dose 3062040670 

LOCO Ldn Mean GoM Leadng Ratios (Vs US$ 

1 month 373 6 months 3.77 

-3X1 


DM 14.640 -6310 14.740 14X00 42 UK 
■Ml 16090 -6410 19X50 1L9B0 170 2X30 
Total 1,130 11X90 

■ NATURAL GAS MNB( {10X00 noSfe; S/traBto) 


DM 

Jm 

Feb 

Mv 

tar 

Hsr 

Total 


Latest Baft 

m S m an* la* 

2935-6014 3X10 2X2 
2980-0X06 302 2X40 
2750-0X02 2790 2730 
2515 - 2543 2510 

2290+6002 2310 JM 
2215 +0X07 2230 2210 


Opu 
Voi fat 

39.131 37X37 
15X41 48X89 
4.2(8 24X85 
1X1B 18227 
753 1 0fiS7 
527 8X77 
•1X91238278 


PULP AND PAPER 

■ PULPEX OMLX (S8; 24 Mr dry tors) 

tat Dar^i Opw 

ptai eham Mgs tarn W fat 

Dee 54650 -3X0 547.00 54650 20 277 

MW 554X0 -600 564X0 58600 14 366 

Tetri « 845 

FUTURES DATA 

AS Mum data wfpfet* tjy CMS. 


Dee 71.17 +OX8 71.40 708010,101 18X91 
Mar 7205 -603 7225 71X5 8X60 33217 

May 73.12 +607 73.19 7290 2251 121S1 

Jri 7385 -603 74X0 73X0 816 12XZ7 

Oct 75X0 -0X3 74X0 74X0 41 907 

Bee 7681 . +610 75X5 7525 207 16127 

TMM 22278 87,881 

M ORAMQE JUICg NYCE psxODtos; cantatoa} 

Jaa 7640 -625 8325 7630 4X55 24X87 

Itar ‘ 8270 -6X0 8600 8270 1772 13,148 

May 85X0 -5X0 8650 B5X0 139 3X81 

JM 6690 -5X0 8175 8680 13 1X17 

Sep 91.15 SM 91.15 91.15 2 875 

Ret 9340 -8X0 94X0 9340 47 759 

7MM 689 44X87 


VOLUME DATA 

Open Interest end Vatome date enawn far 
contract s traded an COMEX. NYMEX. C8T, 
NYCE, CME, CSCE and tPE Cwde Ofl am 
one day in mean. Vttwrw & Open Interest 
totals are for aft traded months. 


2 months 

3 months— — . 

saw Hx 
Spot 

3 months 
6 months 
1 year 
Goto Coins 
Krugwmnd 
Maple Leaf 
Now Sovereign 


.3.72 12 months. 
-3.71 


N UNLEADED GASOLfC 
KYMEX (42000 US cAJS safe.) 


pftray CS. 

US cts h**. 


latest Bay's 



0pm 

303.55 

307.05 

310.00 

310X0 

S price 

612X5 

515X5 

518X5 

Dm 

price conge H0 

58X0 +0X5 09.10 

Lrar Vri « 

58X0 14X27 25835 

Jm 

58X0 

+0.19 

5980 

«atm 

5X01 24,105 

£ aqufv. 

Feb 

5985 

+0.09 

58.10 

58X5 

1X16 12887 

Itar 

59X6 

+089 

56-78 

5&30 

1848 7814 

305-308 

160-162 

tar 

61X0 

-086 

81X0 

01X0 

1806 7842 

“ 

“ 

Hay 

81X0 

-CL18 

m 

- 

37 5X39 

71-74 

42-44 

Tetri 





3(899 9*X23 

T 




f 





Nuts and seeds Rices from KenkKo/ 
USS a tonne. Iranian ptataefa r o a 28/30 iw 
(in rfwi) naturaOy opened: second hand 
prices. 4,150 EGA. Walnuts US Jumbo 
Inahrit 1X00 GST Biape. TWWeb haat- 
nuts 13/15 + 11/13. (or new crop Indlca- 
txn 4X00 OPR fractal nft t me double 
deened crop 1997. 1,110 CFR. banian 
apricot batvee 1.78Q CFR for top Industrial 
Coeds, frxSan Baabe uos ac p 1997 CFH, 
W320. 5X0Q: W240, 5.750. US ta w d as 
crop 87. SL5K at 3X80 FAS Oct ship- 
ment; 22/24 NPSSft « 4.700 FAS lor Oct. 
Cocon uc 1.130 FOB from top PtiUfppina 
mills. Russian snow Whits pumpkin 

I ftM*fl3BgiBnUMBJJgUaUg. I 


1 


INDICES 

■ n eu t e r* (Bea« 18/9/31 a 100} 

Nevis Nevis worth ago year ago 
18164 18120 1B462 18304 

■ CRB ffatuiss (Ease: 1967 = 100) ■_ 

Nov 18 Nev 17 m on th ago yamr ago 
241X3 241X2 

■ osq spot (Bags: 1970 -100) 

Nov 18 Nev 17 mout h ago year ago 
198-84 199.63 2065S 210X3 


LMWAMHOUia 

Atomnun 

STOCKS 

-4X75 

(tataoael 

to" ■ 

609.1® 

Atontoum attry 

-300 

d 

448® 

Copper 

+1X50 

ta 

343X75 

Lead 

-275 

10 

113X50 

Meta 

-354 

ta 

668® 

Zrr. 

-825 

to 

4S5X2S 

Th 

-66 

» 

6X15 


Dubai 

S13-17-8u22w 

-0.135 

Brant Blond (dated) 

SlBXB-9^4 

-0.16 

Brant Blarai tten) 

Siai^S.10 

-a 175 

W.TJ. 

*2ai2-ai4w 

-OX3 

■ OIL PRODUCTS Petawy CF(kxi^ 

Pramun Gesotae 

Si 93-198 

-2 

Gto 08 

SI 81-183 

-88 

Heavy Fori 09 

SI 09-1QS 

-1 

Naphtha - 

5162-1 SS 

-08 

Jotfuel 

S202-205 

-1 

Dtesri 

SI 91-193 

-2 

■ NATURAL GAS pfancefthertri) 


Barton (Deo) 

1480-14^65 

-0X8 

tamtam Ague, fat Londbn yam) 350 STBS 

m CTHEH 



Gold (per tray tv>* 

S30&26 

-1X0 

S*ver [per trey os)$ . ’ 

512_26c 

-0.75 

PWnum (per bvy ozj 

S39780 

+980 

PaBrifluro (per troy <aj 

5211 JW 

+3.00 

Copper 

928c 

-88 

Lead (US prod.) 

45800 


Tki [Kuala Lumpu) 

ia83r 

+0X8 

Trt (New YortQ 

3628 

-38 

DriSe ^va wsighq 

91860 

-i.or 

Shaap (hn weisW) 

95X2p 

-7X6- 

Pigs (Sve weighty 

6487p 

-*83* 

Lon. boy soger (raw) 

. S2S8J50 


Lon. day ougv fwte) 

■eannsn 

-2-50 

Bartey (Eng. feed) 

Unq 


Mrize (US Nefl Ysttow) 

£10980 


Wheat (LB Dark North) 

. Unq 


Rubber (D edft 

54800 


RjWw (Jw)f 

6480p 


Rubbar (KLRSSNol) 

2738? 

-08 

Coconut Ofl(Ph^S 

6208y 

-158 

Pafrn Ol (Malay .}§ 

53S8W 

-68 

Copra (PW1)§ 

S412X 

-28 

Soyabam (U^ ■ 

18981 


cotton Ogttook'A' Index 

77X0c 

+086 

Waoltops (B4e Super) 

403p 




g per fame sta ir r—nm e vd ppwceig. ccenMta 
r iifwftig. ■ Mehptai asta. j Mta. z NhObc. r 
xn/fLmta Piqnkai. & CS feeodm. a bad mmk* 
does. * Otangt on ta 18 m on i ass head ef pgi 


ACROSS 

l, 4 Cry about girl and mate 
youth leader a drink (6,6) 

8, 9 Winking with idle cast 
angSB top performer (7,7) 

11 Autographs unused note 
found in old money (10) 

12 frank. made love to writer 

13 Sr^ers fish with one (5) 

14 Perhaps “Odyssey” needed 
a bit of music? © 

16 Spend a long time on jour- 
neys (S) 

18 A growing source of opium 
<5> 

20 Famous educational estab- 
lishment bearing a lot of 
weight (4) 

21 Treasury supplies head 

office with employment 
<1Q> - 

23, 24 Being very good the 
form girls danced with 
Puritans (7,7) 

25, 26 Wave to Kale on board 
low level transport system 
( 6 , 6 ) 

DOWN. 

1 Snooker ball firm Is on the 
outskirts, I believe? (5) 

2 Constant goals the French 
put in (7) 

3 Grinned kinktly , catching 


5 Darts competitions? (5) 

6 Reduces nama on 
(7) 

7 When you once strayed off 
■( 9 ) 

10 One attacks gross gear 
changes (9) 

18 Realise BT can he more 
sadistic} (9> 

13 Sailor Is after a fruit drink 
(9) 

17 Ratifr information taken 
back to the cou ntry (7) 

12 Support male model becom- 
iug a forecasts- (7) 

21 Fancy woman goes round 
borne (5) 

22 Bursar isn’t seen in robes 
(5) 

Solution 9,536 
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LONDON STOCK EXCHANGE 


Shares fall as far east fears outweigh bid hopes 


MARKET REPORT 


By Stove Thompson, 

UK Stock Market Etfitor 

Not even news of an agreed hid 
for one of the UK’s big four fund 
management groups could pre- 
vent another slide in London 

shares yesterday. 

Rather t han focus on the 
agreed £3.lbn bid for Mercury 
Asset Management, which invigo- 
rated many fund management 
and financial services stocks, 
London continued to be con- 
cerned about overseas markets. 

An overnight retreat on Wall 
Street, where the Dow Jones 
Industrial Average dropped 47 


points, and some nasty losses In 
far eastern markets set off the 
alarm bells in UK shares which 
ramp under heavy fire as soon as 
the market opened. 

Matters were not helped 
shortly into the trading session 
when news of a much higber- 
than -expected retail sales figure 
for October induced even deeper 
gloom for equities, raising the 
spectre of a further rise in inter- 
est rates in the near future. 

Retail sales rose 2£ per cent 
last month, well above forecasts 
of around 2 per cent, although 
economists were quick to point 
out that the rise owed much to a 
catch up from September, when 
high street sales were badly 


affected by the funeral of Diana, 
Princess of Wales. 

Nevertheless, the data briefly 
saw sterling move up on rate rise 
fears, adding to the stock mar- 
ket's woes; the exporters, whose 
earnings have been dented by 

sterling's upward trend, were 
especially unnerved. 

The impact of the Mercury 
takeover was mostly felt in the 
marke t’s second tier index, the 
FTSE 250, which managed a mod- 
est 6.9 gain to 4,630.3. The near 30 
per cent jump in Mercury was 
accompanied by exceptionally 
strong performances from other 
fund managers such as M & G. 
Perpetual, Henderson and Cal- 
edonia Investments. 


But the Footsie, already bur- 
dened by the impact of the news 
from Tokyo. Hong Kong and else- 
where in the far east, also bad to 
contend with damag in g news on 
the domestic front 

Safeway fell 16 per cent after 
issuing a profits warning with its 
interim figures. The news also 
cut into the other big food retail- 
ers. Tesco, Asda and J. Sains- 
bury. Safeway accounted for 4 
Footsie points, while the “big 
four” together were worth, over 8 
points. 

Footsie rallied well in the after- 
noon, as Wall Street came in 
easier and then staged a good 
recovery. The index managed to 
close well clear of the 4,800 level 


nSKAfrttm Into f . . *9“** ***??;. 


finishing the day a net I&3 tower 
at 4U53Q.I. The SmailCap settled 
4,4 Off at 2^275-$. 

Its performance would have 
been much worse in the absence 
of the Mercury bid, which trig- 
gered a sharp rise in Schroders, 
the merchant bank which is also 
one of London's “big four” invest- 
ment mangement groups. 

Takeover speculation In the 
rest of the leaders produced gains 
in many bank and insurance 
stocks, notably Alliance & Leices- 
ter and Royal Bank of Scotland. 
Ami there were strong hints that 

bid activity is also Imminent in 
the chemicals sector. 

Turnover in equities picked up. 
reaching 806.7m by 6pm. 
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FIRE 100 4830.1 

FTSE 250 4630.3 

FTSE 350 23353 

FTSE AH -Share 22S5.91 

FTSE AH-Share yield 3.41 

Bast performing sectors 

1 Other Financial 

2 Diversified bids 

3 Pharmaceuticals 

4 Health Care 

5 Support Services . — 


Tumgwr by «t **pe fr ia yl 

mho — . 



FT 30 313S.B -8.6 

FTSE Non-Fins pte 19A7 19.65 

FTSE 100 Put Dec 4a74 -° J®;? 

lOyrGUtyMd &SB o./4 

Long gStfequtty yfd ratio 1.97 i.w 

Worst performing sectors 

1 Reiater* Food "4.6 

2 OH Exploration -2.8 

3 Household Goods . — 

4 Tobacco J- 4 

5 Extractive Inds 


Colloids 
in bid 
frame 


The chemicals sector was 
the subject of strong take- 
over talk backed by heavy 
volume yesterday as Allied 
Colloids, the speciality 
group, was seen as a target 
for aggressive rival Laporte. 

Allied would be a big bite 
for Laporte. It was capital- 
ised above £850m by last 
night's close and has a loyal 
following of shareholders 
who might expect a sizeable 
premium. 

One analyst argued that 
nothing short of £Llbn, or 
160p a share, would get the 
corporate ball rolling. Martin 
Evans of Sutherlands, said: 
“The market would have to 
feel Laporte could extract 
more value from Colloids 
than the existing structure 
allows in order to justify a 
large premium." 

Nevertheless, Laporte has 
been aggressively restructur- 
ing and has around £500m In 
cash and shareholders’ 
hinds, which could form the 
basis for a cash and paper 
bid. 

Allied, which gave a bull- 
ish trading statement 
recently and is due to 
announce interim figures at 
the start of December, 
jumped 10 % to 125p. 

More significantly, the vol- 
ume of 14m shares was one 
of the heaviest daily turn- 
overs seen in the stock. 
Allied was invited to com- 
ment 


Laporte shares dropped 7'/* 
to 629p but interest from the 
chemicals group was only 
one story. Dealers also cited 
US investment buying and 
possible US corporate 
activity. 

Zeneca, which has already 
fallen a long way from its 
recent £23 peak, slid 41 to 
£17.17 after. NatWest pre- 
dicted a “millennium 
crunch" when significant 
patents begin to expire. 

The broker removed its 
neutral stance and issued a 
weighty strategic review, 
which argued that earnings 
will slow dramatically at the 
end of the decade and could 
decline by 3 per cent in 2002, 
as a result of four products 
losing patent protection in 
the US. 

NatWest’s downgrade fol- 
lows a negative reviews from 
ABN Amro Hoare Govett 
and comes ahead of a trad- 
ing update scheduled for 
early December. 

The share price slide was 
in contrast to a strong per- 
formance from other leaders 
in the sector following 
recent underperformance 
compared to US rivals. 
Glaxo Wellcome added 15 at 
£ 12.61 following a trading 
update in line with forecasts 
but positive on US sales. 

A £3.1bn bid for Mercury 
Asset Management from 
Merrill Lynch set the sector 
alight after the market saw 
the move as the first of sev- 
eral The shares jumped 380 
- almost 30 per cent - to 
£16.75 when Merrill offered 
£17.00 a share for the UK 
fund manager. Mercury's 
board unanimously recom- 
mended that its shareholders 
accept the offer. 


However, the gain was 
only one of several 
double-digit percentage rises 
among the fund managers. 
M&G Jumped 160p or 14 per 
cent to £13-35 and Perpetual 
240 or 10.7 per cent to £24.75 
while Schroders was the top 
performer in the Footsie 
with a gain of 140 to E1S.15. 

On the other hand, Amves- 
cap remained comparatively 
unloved with a rise of only 
13 to 393p. Robert Mumby of 
BZW said the deal put a 
potential price tag of 500p a 
share on Amvescap and £24 
on Schroders. 

Mercury has been in play 
for a few years now and last 
week a tie-up with Halifax 
was being mooted. Analysts 
said yesterday's bid bad 
flawless strategic logic as it 
opened international 
markets to MAM while offer- 
ing a very strong product to 
Merrill. 

The rationale for take- 


overs or consolidation 
within the rest or the sector 
is less strong - Schroders for 
example is very tightly held 
and has historically stressed 
its desire to remain indepen- 
dent Nevertheless, dealers 
said Merrill's offer provided 
a pricing benchmark. 

A cautions trading update 
from Safeway was received 
as a "profits warning" by the 
market and sent the group's 
shares plun g in g , dragging 
the other major supermarket 
stocks with them. 

The UK food retailer 
reported interim profits little 
changed from the same stage 
a year earlier, in line with 
market expectations but it 
was tbe lower-than- 
anticipated performance in 
the first five weeks of the 
second half that took 
analysts by surprise. 

The company itself warned 
that in the absence of any 
significant uplift In sales in 


FT 30 INDEX 

Nov 19 Nov 18 Nov 17 Mw 14 Nov 13 Yr ago -High low 

FT 30 313&8 3147.4 31S3.1 3093.5 3072.6 278AS 34303 26606 

Ord. tilv. yield 3.62 &81 359 3.68 3.70 4.09 422 &2B 

P/E ratio net 2033 20.30 2046 19.97 1088 16.84 2033 1080 

P/E ratio nl 2005 20.11 2018 19.68 18.61 16.68 2202 15.71 

FT 30 Ana oompiimorr htjfi 3*303 IG/IOOT low 484 200040. Brae Data: 1/7/36. 

FT 30 hourly c ha nges 

Open OOP 1000 11:00 1230 1330 VLOO 1500 HL00 Wgh Law 
31405 31309 31215 31307 3I24M 31222 3120.1 31265 3137.1 31435 31135 
Nov 18 Nov 18 Nov 17 Nov 14 flov 13 Yr ago 

SEAQ bargains 40978 45.802 54470 48.785 43529 37.750 

Equity turnover (£mjt - NA 24154 2457.7 2310J2 11035 

Equity bargainst - NA 45,184 30989 34508 24,414 

Shores traded {min - NA 702.6 7702 6613 3843 

t&riudlno kma-mariaM and mannas hjnowgr but Muting Cran turnover. 

O FTSE mumatfaral Unwind 193/. AM righto nwarmd. for 1997. 


■ London mar ket data 
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UFFE Eqoilv opttans 

Total Rises 

505 

Total ttghs 

37 

Total contrada 

38.363 

Total Fefta 

981 

Total Lows 

121 

Gala 

18^15 

Same 

1^64 



Puta 

21.838 


Nov 19 mala based on Equity shares feted art the London Share Service. 
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FINANCIAL TIMES 

INFORMATION O 

news from 
European & Asian 
perspectives. 



NEWS 


If you need to know what’s moving 
UR, European and Asian markets, 
you need AFX NEWS, the real-time 
EngUsh language newswires that give 
the latest international financial and 
corporate news. With the resources of 
owners and partners, FINANCIAL 
TIMES INFORMATION and 
Agence France-Presse to draw on, 
you know AFX NEWS will always be 
relevant, reliable and right And it’s 
available to you on-line through all 
major market data platforms, 


deliverable across your intranet, 
extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. AFX NEWS has 
reporters across Europe and Asia 
and in other key markets feeding over 
1500 news stories a day direct to your 
system. So, for independent and 
succinct reporting on economic, . 
corporate and market news, contact 
AFX NEWS direct or your local 
vendor today. 


FOCUS ON INTERNATIONAL FINANCIAL NEWS 

A JOINT-VENTURE OF FINANCIAL TIMES INFORMATION AND AGENCE FRANCE-PRESSE 

AFX NEWS 13-17 EPWORTH STREET, LONDON EC2A 4DL (44) 171 253 2532 
FAX (44) 1 71 490 3007 EMAIL: AFX.SALES0FT.COM AND NEW YORK. USA (212) 306 6734 


the second half, profit for 
the year to March will be 
below levels of the previous 
year. 

Shares in Safeway tum- 
bled, dosing 64 or 16.2 per 
cent lower at 330p. “We don’t 
really know why they're 
doing so badly, and it seems 
neither does Safeway,* said 
one market specialist. 
Another said simply: “It's a 
level of deterioration few of 
us had expected." 

Several broktars indicated 
they would be downgrading 
full-year profit forecasts 
after meetings with the com- 
pany, while the team at 
Kleinwort Benson said it 


lower production forecasts 
was leaked into the market 
The shares aided 33% off at 
575%p. 

Royal Bank of Scotland 
climbed 25% to 675p and 
Bank of Scotland, lifted 5% to 
5G8p after a press report 
suggested Abbey National 
bad ambitions to fa*ka over 
one of the Scottish banks. 
The report said Abbey 


FUTURES AND OPTIONS 

■ FTSE 100 MPEX FUTURES (UFFE) C2S po» hd mdfai po*** 

Open Sett price Change Ugh Lew E=l wl Open Krt. 
Dec 4820.0 4S70.0 -1.0 4882.0 4803.0 9682 

Mar 43745 49145 -1.0 4874.5 48645 210 7632 

■ ET3E asn MDEX FUTURES BJFFQ CIO pet m tad** pant 


■ FTSE 100 IWPBC OPTION (UFFE) P4825 1 CIO per tut* index pant _ 

The "report said” Abb^ «» ™ *°° p ^°° P 

wanted to increase the num- 187 3 rei 6*2 mb 13 re 25 39*2 Jfc w 77b 7b w ft 174 
ber of current account cus- dbg 329 107*2 an 12 ®ft 1 * IS IS ™ 

tamers hut had ruled out a J® 157*2 152 188 321 87*2 290 ?! . . ^ ...i in ■■ 1 ^ mu 1 m,i nt ve wt. 


tamers but had ruled out a 
merger with NatWest or Bar- 
days. Abbey improved 4 to 
970p. 

Croda, the speciality 
chemicals group, lifted 2 to 


was turning more cautions 364p ahead of an analysts’ 


on the sector as a whole. 
Having had an “overweight” 
recommendation on the sec- 
tor, it moved to “neutral” 
yesterday.. 

The news from Safeway 
cast a shadow over the sec- 
tor as a whole. 

Tesco tell 16% to 473%p, 
while J.Salnsbury surren- 
dered 17% to 476%p. Asda 
Group, which traded 9.9m, 
fell 3% to 159%p. 

lonica. the telecoms group 
floated at 390p a share last 
July, saw its shares collapse 
dramatically following 
poorly received interim fig- 
ures and a post-figures meet- 
ing described as “as bad as 
one could have expected 1 ’ by 
one analyst 

The shares plunged 101, or 
nearly 40 per cent, to I56%p 
after the company said its 
targets for revenues per sub- 
scriber and a UK penetration 
level of 10 per cent looked 
increasingly unlikely 
because of capacity con- 
straints. 

- Enterprise Oil followed; 
Tuesday's near 8 per cent 
slide with a foil of 5J> per 
cent as the market reacted 
further to the company's 
veiled profits warning. 

Analysts said the weak- 
ness did not reflect funda- 
mental concerns as modi as 
disappointment with the 
way the statement about' 


visit today to the company’s 
recently acquired French 
operations. . 


Fao 452 185 09*2 211 387 229 357 248*2 325 2GabZjft289h2S7>2 313 245 Wft 
Jnrt 523 270 10*2 311 «7 3M *» <™ l 2 

CBfe 2565 feb 2521 

■ EURO STWJE FTSE 100 MPEX OPTION (UFFE) ElQ par tuB rodm point 

4875 4725 4773 4825 4875 4825 4875 502S 

■nr 173 41. 128 10 87 1ft 53 3ft 27 58 12 931’ 4 13ft 2*2 183 

DBC 30ft 112 272 128 240 1451221ft 18ft 178 1B4 152 

M 37ft 163 SSftflftWft 192 27ft 209 2* 23 24ft 1W 273 
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Highs & Lows shown on a 52 week basis 


WORLD STOCK MARKETS 
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Asian ghosts still haunt world markets 


WORLD OVERVIEW 


The problems of Asia 
returned to haunt world 
markets again yesterday, as 
the Tokyo market's recent 
rally faded, un'fes Philip 
Coggan. 

The denial from Japan’s 
prime minister Ryutaro 
Hashimoto, which came 

after the markets closed on 
Tuesday, that he was plan- 
ning to use public funds to 
bail out the banking system 
duly caused the Nikkei 225 
average to lose all. and 
more, of Tuesday’s gains. 

The Japanese market is 
experiencing a very volatile 
period. Technical analyst 
Brian Marber reckons that 
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Monday's 8 per cent jump in 
the Nikkei was the first sign 
of a Tokyo market recovery 
bat a close over 16,858 will 
be needed to co nfir m the 
trend. 

For many people, the real 


US equities 
turn higher on 
economic news 


AMERICAS 


US stocks turned higher by 
midday as investors over- 
came a nervous start follow- 
ing the overnight plunge in 
Japan's equity market, 
writes John Labate in New 
York. 

By early afternoon the 
Dow Jones Industrial Aver- 
age had turned broadly 
higher, rising 58.89 or 0.77 
per cent at 7,709.51. The 
Standard & Poor's 500 index 
also strengthened, up 7.34 at 
945.57. 

The Nikkei's steep 5.29 per 
cent decline overnight set off 
choppy trading when the US 
market opened But later in 
the session Wall Street 
perked up, helped by a new 
set of financial merger deals, 
led by First Union and Mer- 
rill Lynch, as well as new 
data that suggest further 
strength in the US economy. 

"We seem to have put 
fears of Japan behind us for 
now and a re focusing on a 
stronger US economy,” said 
Arthur Hogan, senior equity' 
trader at Morgan Stanley. 

Analysts were surprised 
by a morning release on 
October housing starts, 
which rose by a stronger- 
than-expected 1.4 per cent 
for October. In addition, 
Tuesday's consumer price 
index figure was a further 
sign that economic growth 
continued without a sharp 
rise in inflation. 

Fears of further turbu- 
lence in Asian markets con- 
tinued to boost the US Trea- 
sury market, as the 30-year 
bond rose £ to 101 JJ. sending 
the yield down to 6.023 per 
cent by early afternoon. 

The financial sector 
surged higher on the merger 


Sao Paulo ahead 


SAO PAULO moved sharply 
ahead in morning trade on 
the back of Wall Street and 
optimism that Congress 
would approve reforms of 
the civil service. 

The measures are seen as 
an important step towards 
curbing Brazil's fiscal deficit 
By early afternoon the 
Bovespa index stood at 9843- 
BU&NOS AIRES defied 
negative forcasts and 
climbed in early trading. 

The Merval index added 
1.9 per cent at 610.04 at mid- 
session in moderate volume, 
led by oil group Astra, up 3 


per cent to 1.68 pesos. 

Dealers said speculators 
were covering short posi- 
tions following gains in for- 
eign markets. 

MEXICO CITY chalked up 
gains at mid-day as it drifted 
in line with New York. The 
IPC Index was up 39.84 at 
4,535.69 in early afternoon 
trade, but dealers said that 
volumes were lifeless as 
investors continued to sit on 
their hands ahead of today's 
Revolution Day national hol- 
iday. Gainers outnumbered 
fellers by 46 to 19 out of 92 
stocks traded. 


crisis point is still In Korea, 
where the stock market rose 
ahead of the government’s 
financial reform package. 
However, when the package 
was unveiled, it was seen as 
disappointing by analysts 


and unlikely to prevent the 
need for an International 
Monetary Fund bail-out 

The won continued its 
downward trend, reaching a 
record low of 1,035.5 to the 
US dollar. The decline of 
the won will exacerbate the 
problems of those 
conglomerates, or chaebol, 
with foreign currency 
debts. 

John Davitte, head of 
emerging market research at 
IDEA, said that "the package 
has failed to come up with 
sufficient funding to cover 
Korea risk going forward”. 
He added that in the foreign 
exchange markets, "the 
problem for Korea is that the 
demand for dollars is very 


real and we could easily see 
the won slipping to in 
short order”. 

Mr Davitte also predicted 
that Hong Kong would be 
forced to give up its cur- 
rency peg to the dollar, prob- 
ably wi thin the next three 
months. 

In Europe, figures on Ger- 
man M3 a nd th» Ifo business 
confidence survey did little 
to affect sentiment. The 
DAX index edged up 33 
points in electronic trading 
but most European bourses 
were flat-to-lower. 

Market conditions so for 
this year, with a raging bull 
market in the first half fol- 
lowed by sharp setbacks in 
recent months, have made 


conditions difficult for many 
investors, figures horn Eval- 
uation Associates Capital 
Markets show that all cate- 
gories of hedge funds under- 
performed the S&P 500 index 
in the 10 months to end- 
October. 

October was an especially 
difficult month for global/ 
international foods, which 
include George Soros as well 
as the now-folded Victor 
NSederhoffer. They lost 6.6 
per cent on average while 
the most successful funds, 
unsurprisingly, were the 
short sellers, which gained 
108 per cent on the month. 
However, short selling funds 
are still 7.7 per cent down on 
the year to (kite. 


EMERGING MARKET FOCUS 

NatWest sees 
worse to come 


Recovery steadies Europe 


plans between First Union 
and CoreS La tes Financial, as 
well as the offer by Merrill 
Lynch to buy the UK’s Mer- 
cury Asset Management. 
Speculation mounted that 
more deals may be in the 
pipeline. 

First Union's $16bn merger 
with CoreStates Financial 
caused both companies' 
shares to slip slightly, but lit 
up the rest of the banking 
sector. BankBoston rose Sl'/i 
to $84£ and Mellon Bank 
gained $1 % to $54%. 

Technology stocks drifted 
uncertainly higher, with the 
Nasdaq composite index 
gaining less than one point 
to 1,600.74. Seagate Technol- 
ogy shares slid to $23% 
after Goldman Sachs down- 
graded the stock. Late on 
Tuesday Seagate warned its 
forthcoming second-quarter 
results would be below ana- 
lyst estimates. Compaq Com- 
puter slid ${§ at $65£ after 
the company announced it 
was cutting prices on servers 
by as much as 18 per cent 

TORONTO lost ground at 
the opening and was unable 
to follow Wall Street higher, 
with the TSE index ending 
the morning session 17.03 
lower at 6,735.20. 

Twelve of the sub-indices 
were lower, with conglomer- 
ates, metals and forest prod- 
ucts shedding more than 1 
per cent. Gold stocks rose 
slightly as the bullion price 
showed signs of stability 
after recent weakness. 

Inco fell 85 cents to C$2525 
after the nickel company 
announced plans to cut its 
workforce, close five high- 
cost mines In Canada and 
cut its capital expenditure 
by C$80m to CS480m next 
year. 


European bourses fell 
sharply at tbe opening, 
unnerved by heavy losses in 
Tokyo, before clawing back 
lost ground to stand broadly 
level by the end of trading. 

FRANKFURT squeezed 
into positive territory as the 
dollar strengthened against 
the mark, a side-effect of yes- 
terday's turmoil in Japan. 
The market was also helped 
by benign October money 
supply data and the Ibis- 
indicated DAX index closed 
up 32.76 at 3876.90. 

However, analysts said 
volumes remained below 
average, suggesting that 
investors were still capable 
of being spooked by out- 
breaks of Asian turmoiL 

Construction stocks, long 
one of the market's weakest 
sectors, were a focus after 
two of the sector's biggest 
constituents, Hochtief and 
Philipp Holzmann, agreed to 
merge their software and 
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service units in Austria and 
the US. 

Analysts said the deal was 
welcome, although not as 
desirable as the full merger 
Holzmann and Hochtief are 
still trying to negotiate with 
the Cartel Office because it 
did not address overcapacity 
problems in Germany. 

Hochtief was seen to have 
got the better of the deal as 
Holzmann's US unit is seen 
as one of its strongest parts. 
Hochtief shares rose DM180 
to DM69.10, while Holzmann 
was unchanged at DM470. 

The poor state of Ger- 
many's construction indus- 
try was also highlighted by a 
profit warning from scaffold- 
ing company Plettac, whose 
shares fell DM20.50 to 
DM28380. 

Preussag was weaker after 
the conglomerate disap- 
pointed the market by indic- 
ating that it would not sell 
its steel unit outright as had 
been hoped. The shares fell 
DM7 to DM465 after the 
group said Its preferred 
option was to float part of 
the unit's capital on the 
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stock market. A promise to 
sell its 25 per cent stake in 
Metaleurop of France Called 
to inspire. 

Daimler Benz slipped 60 
pfg to DM116.80 after 
rumours re-emerged that it 
might increase its stake in 
South Korean carmaker 
Ssangyong. 

PARIS managed to ebalk 
up gains at the end of a cau- 
tious and volatile day. The 
CAC 40 Index opened down 
about l per cent at 2,75288 
but recouped these losses by 
noon, albeit in thin trading. 
The low volume contributed 
to volatility, and the index 
closed ahead 785 at 2,79086. 

The French bourse regula- 
tor said yesterday it was 
postponing its decision on 
clearance for the bid by Alli- 
anz fix* AGF. Shares in AGF, 
suspended at FFr287.7 after 
the bid, would be relisted an 
November 21. 

Among smaller companies, 
the announcement by Preus- 
sag of Germany that it 
would sell its 25 per cent 
stake in Metaleurop initially 
pushed the stock down 
about 3 per cent to FFr5586, 
but it regained same ground 
to close at FFr5580. 

US selling was said to be 
behind the near 12 per cent j 
fall by Coflexip, the offshore 
engineering company, to 
FFr610, as its ADRs in New 
York declined from $54% to 
$51. It had gained In past 
days after recent results. 

Fears of the effect of Asian 
turbulence hurt SGS Thom- 
son, which lost FFr24 to 
FFr388. 

AMSTERDAM drifted 
lower in thin trading, with 
the AEX index ending down 
9.29 at 870.72. Technology 
shares suffered after fells in 
similar US stocks, with Phil- 
ips off FI 3.6 at FI 137 and 
ASM Lithography down 
FI 10.10 at FI 132.9. 

MILAN moved in line with 
its neighbours, with the 
Mibtel recovering after a 
wobbly opening to end just 
19 lower at 15,087. 

Telecom Italia shrugged 
off a press report that chair- 


Banks push Tokyo down 5.3% 


ASIA PACIFIC 


Prime minister Ryutaru 
Hashimoto’s firm denial that 
the government was consid- 
ering using public funds to 
support the banking system 
provoked the Nikkei's larg- 
est points fall of tbe year so 
far. writes Paul Abrahams in 
Tokyo. The Nikkei 225 aver- 
age fell 589 per cent or 884 
points to close below the 
16.000 mark again at 15842. 

Banks and brokers were 
the biggest fellers, down 7.11 
per cent and 6.33 per cent 
respectively. Some drops 
were dramatic. Yamaichl, 
weakest of the big four bro- 
kers, fell at one stage to its 
maximum permissible limit. 
It closed down 39 per cent at 
Y65, in spite of the compa- 
ny's denunciation of specula- 
tors. Associated groups also 
suffered: Fuji Bank, which 
anno unced dreadful results, 
fell Y100 or 108 per cent to 
Y813, while Bank of Tokyo 
Mitsubishi dropped Y70 or 
3.9 per cent to Y1.700. 

Among the other banks, 
Nippon Credit Bank lost 78 
per cent at Y104. Some sec- 
ond r anking regional banks 
had a torrid time. Kiyo Bank 
fell 33 per cent to Y158, 
Hokuriku Bank, dropped 28 


Japan 

Nikfcaf 225 Average 
21,000 — 


19800 



SomcOHnlnHiWICtf . . : _ '* 

per cent to Y2G3, and Ashl- 
kaga was ask-only down 25 

per cent at Y147, its daily 

limit low. A statement from 
Ashikaga - intended to calm 
investor concerns - came 
after the market closed. 

The Nikkei 225 average 
traded from a high of 16,600 
and as low as 15.745. The 
Nikkei 300 index closed 
down 11.63 points or 4.6 per 
cent at 240.13. The Topix 
average of all first-section 
stocks dropped 58.42 points 
or 4.6 per cent to 1821. The 
momentum was resolutely 
downwards, with 1,157 
stocks down, 57 up and 50 
unchanged. Turnover was 


heavy with 600m shares 
traded. 

The OSE index in Osaka 
closed down 281 to 17.070 
with 13.6m shares traded. 
The turmoil was com- 
pounded by trading being 
baited at one stage by a com- 
puter crash. 

KUALA LUMPUR extend- 
ed Tuesday's losses to regis- 
ter a two-day decline of 10 
per cent, dragged down by 
continued selling of United 
Engineers (UEM) and rising 
interest rates. The composite 
index shed 18.6 at 603.49. 

UEM lost 50 cents to 
MS386 on continued selling 
over the infrastructure 
group's decision on Tuesday 
to buy a 33 per cent stake in 
its cash-strapped controlling 
shareholder, Renong. UEM 
has lost almost half its value 
in the two days since it 
announced the move. 

Analysts said the move 
was against the interests of 
minority shareholders as it 
greatly increased UEM's 
indebtedness. Telekom Mal- 
aysia, which had been 
accused of planning a simi- 
lar deal with Time Engineer- 
ing, another Renong unit, 
gained 30 cents to M$8.45 
after denying any such 
intention. 


Renong itself shed 41 cents 
to MSI 30 following accusa- 
tions that the company had 
political links with the rul- 
ing United Malay National 
Organisation. 

HONG KONG closed lower 
after paring losses In late 
trade. The Hang Seng index 
ended 90.82 down at 
10,15486. Brokers said late 
buying had been triggered 
by news of bullish sale 
prices at a government land 
auction. 

JAKARTA ended 4 per 
cent lower cm concerns that 
recent fails in the Korean 
won might make it difficult 
for Indonesian companies to 
roll-over debts due to Korean 
companies. A number of 
heavyweight stocks were hit 
with automobile maker 
Astra falling RplOO to 
Rpl,925 and cigarette manu- 
facturer Sampoema down 
Rp450 to Rp4850. The com- 
posite index ended 1886 | 
lower at 415.65. 

SEOUL was marginally 
higher ahead of the govern- 
ment's announcement of 
financial stability measures, 
which came after the market 
closed. Hie composite index 
gained 7.93 at 50289, with 
rising stocks outnumbering 
fellers by 440 to 328. 


man Guido Rossi was plan- 
ning stand down, with the 
shares ending r.i3 higher at 
L10.698. Analy sts said that 
Rossi had been brought in to 
run Telecom Italia's recent 
privatisation, a role that had 
now concluded. 

Fiat remained out of 
favour after recent earning s 
downgrades on the back of 
the Brazilian turmoil. The 
carmaker, which is a Mg 
Latin American investor, 
was L95 lower at L4.709. 

BUDAPEST gave a muted 
response to a raft of strong 
third-quarter earnings 
reports as nervousness about 
renewed global turbulence 
cast a shadow across the 
market 

Better-than-expected 
results from energy group 
MOL, up Ft2S at Ft4,035. and 




OTP Bank, Ft85 higher at 
FffU35, helped move prices 
forward and the BUX index 
finished at 686184, up 56.44. 
However, analysts said inter- 
national rather than domes- 
tic events continued to domi- 
nate market sentiment. 

In ATHENS, late buying of 
industrial blue-chip stocks 
helped the general index 
advance 023 per cent or 381 
points to 1885. A 087 per 
nse in the industrials 
sector offset a 0.17 per cent 

flprlirtp In hnntax and a 2.02 
per cent drop in construc- 
tion. 

Nevertheless, sentiment 
was said to be cautious as 
short-term interest rates 
rose. 

Written and edited by Jona t han 
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SOUTH AFRICA 

Johannesburg closed lower 
in thin trading after a day 
dominated by Asian worries. 
The all-share index lost 278 
at 689L7. Golds gained 98 
to 790.7 on tiie back of a 
slightly stronger bullion 
price. 

Randgold was the most 
heavily traded stock after a 
foreign buyer picked op a 
large line of shares, but 
there was little other activ- 
ity. Randgold ended 18 cents 
higher at R&65. 


After all tbe turmoil of 
recent months, investors 
may be wondering whether 
it is worthwhile putting 
their money in emerging 
markets at alL A new paper 
from NatWest Markets 
argues that it may not be. 

The classic argument for 
investing In emerging mar- 
kets in tbe early 1990s was 
that, as well as offering 
higher growth rates than 
developed markets, they 
represented a wonderful 
opportunity for diversifica- 
tion. Not only were the 
emerging markets not cor- 
related with those in the 
industrialised world, they 
were not correlated with 
each other. 

However, tbe bull market 
of 1993 and the subsequent 
busts of 1994 and 1997 have 
rather disproved this the- 
sis. When international 
investors decide to move 
into developing markets, 
they tend to do so in a herd 
wnd the rush lifts all emerg- 
ing markets. When they 
lose the appetite far high- 
risk investment, they all 
pull out at the same time. 
Given the illiquidity of 
emerging markets, tbe 
result Is a sharp decline. 

NatWest points out that 
the correlation between 
emerging and developed 
markets has, in fact, been 
rising in recent years (see 
chart). The benefits of 
diversification are thus 
more doubtful. 

Furthermore, the invest- 
ment bank cites a study* 
which found that, if one 
was prepared to accept the 
risk inherent in the S&P 
500 index, emerging mar- 
kets were a sub-optimal 
investment over the period 
1975-1995. No combination 
of the S&P 500 and emerg- 
ing markets enhanced 
returns. One could reduce 
risk by Investing part of 
the portfolio in developing 
markets, but as the propor- 
tion of funds invested in 
them rose, risk Increased 
and returns felL 

NatWest Markets is 
equally dismissive of the 
prospects for the emerging 
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markets in the short term. 
“The worst of the news is 
probably still to come. 
Earnings numbers across 
emerging markets are still 
too high, and tbe necessary 
downgrades have yet to be 
reflected in valuations." 

Citing Brazil, the report 
says that "the authorities 
are rightly being cheered 
for finally taking action 
over their twin deficit prob- 
lem. Whilst the action 
should be applauded, it is 
for from good news for the 
equity market. The fiscal 
retrenchment Is equal to 3.5 
per cent of gross domestic 
product. It includes a 10 per 
cent hike in income tax. ; 
guaranteed to bring domes- , 
tic consumption to its 
knees." NatWest adds that 
"when Brazil slows, the 
impact an the rest of the 
Latin American region will 
be massive". 

As for Asia, NatWest 
compares its problems with 
the debt crisis of tbe early 
1980s and suggests that" the 
total bill for the restructur- 
ing of the financial system 
will lie between 15 and 30 
per cent of GDP". 

NatWest advises inves- 
tors to "consider the possi- 
ble advantages of limited 
emerging market exposure 
via some of the large multi- 
national stocks". 

Barry. Peavy and Rodri- 
gues. Emerging Stock Mar- 
kets : Risk Return and Per- 
formance (ICFA 1997) 
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The Business 
of Travel 


Travelling executives and. industry 
suppliers alike are feeling the 
pressure of financial prudence. 
Scheherazade Daneshkhu reports 

Rising air fares fuel 
drive to contain 


company expenses 


The global economy has had 
its busiest year yet judged in 
terms of takeovers. Their 
value reached a record 
$T305bn in the year to 

October 30, according to 
Securities Data, the mergers 
and acquisitions data 
consultancy, hi gher than the 
$lJL24ba achieved during the 
whole of last year. 

As deregulation and. 
globalisation leads to the 
creation of lugger groupings 
among some industries, 
notably telecommunications 
and financial services, the 
need to travel for business 
continues to increase. 
Greater demand has pushed 
up the costs of business 
travel, mainly because of 
higher air Cues. Yet airline 
alliances, such as Star 
Alliance, led by Lufthansa cif 
Germany and United 
Airlines of the US, created to 
offer global sendees and 
economies to passengers, are 
failing in their promise to 
deliver lower fares to 
passengers, according to 
business travel agents. . 

American Ri puys, th e 
business travel agent, says 
first class fares in Europe 
rose by 12 per cent in the 
year to June SO, business 
class feres by 7 per cent and 
fofl economy prices by 3 per 
cent Business fares in the _ 
US have gone up even more 


steeply- by 20 per cart in 

tha frrst mrw mnnffrg fhftc - 

year compared to the same 
period lari year. 

Kyle Davis, vice-president 
of American Express’s 
European purchasing 
iramayiwwi t group, «*Y ppft~ g 
rapid economic tapansinn Off" 
developing countries to feed . 
into h4 ghpy fr tnrirmng travel 
costs. “As business expands 
into new markets, executives 
wifi be travelling: more often 
and to destinations farther 
afield," he says. 

American Express is also 
expecting business class 
tickets to continue to rw» 
next year at an average of 8 
per cent Prices of long haul 

fli ghts fa North Awwriea and 

Aria Pacific are expected to 
grow by 9 and 8 per cent 
respectively. Airline 
liberalisation in Europe was 
expected to cut air fares, but 
the entry of a few small 
low-cost airlines has yet to 
have a significant effect an 
price competition, according 
to Mr Davis. 

.Some air fixes have fallen, 
particularly leisure feres to 
specific markets; but 
competition and tixuce are 
st£Q bruited on most routes 
between primary airports. 
"UbSt costs are growing and 
European business travellers 
are still subject to higher. _ 
costs than their US' ~ J ‘ 


counterparts. Liberafisation 
has also increased the 
complexity of fare str u c luns 
and the growth of 
nnpahfished cturpc irato 
discounting,” says Mr Davis. 

*Ihe number of executives 
traveffing is still buoyant, 
according to Ifike Platt, 
director of commercial 
affairs at Hogg Rnhmson. the 
h ngfmxtg trawl "gw**! hot 

the steep rise in travel 


more casbconscious. At the 
tamp time, hotels 
arf rhnpB are using yield 

wanagHWHit h^hnignae 
tocreashsgly successfully to 
charge the highest prices 
during periods of maximum 

demand- This is thr eatening 

to make a nonsense of 
prenegotiated hotel rates 
based an the volume of 
business conducted, says Mr 
Platt. He urges com panies to 
insis t on last minute 
availability as part of the 
deal, otherwise companies 
will be told by the hotel that 
it is ftiHy booked as it turns 
over the room to 
higher-paying customers. 

While charging higher 
prices, suppliers are abo 

costs, Increased * 
gtobaBsaticnand 
competitive pressures in the 
□Shave led atrimes to raise 
l^'lSISllntitigb'costrContrhi. 



principally by reducing 
commission to travel agents 
- the second time in two 
years. Nearly all the large 

ITS e ar ri nns - United Ar rKnpg, 

American Airlines, Delta Air 
lines, Northwest Airlines . 

and US Airways - cut 
commission rates in 
September from 10 per cent 
to 8 per cent for domestic 
and international journeys 
originating in the US and 
Canada. 

■. fiquwmfogfow fap plng and 

other cost saving measures 
have outraged OS travel 
ag ents , particularly since 
they account fix- 80 per cent 
of airline tickets sold. The 
American Society of Travel 
Agents says that the average 
agency's profit margin on 
sales ofaiifine tickets is now 
down tol per cent car less. At 


its animal congress hold fn 

Glasgow in September, Mike 
SpineHi, the Society's 

p rngjdont gnd rhigf 

OT ifjc nH vo said strained 
relations between travel 

w gptifet and 3trlTn»>3 had 

dipped to thdr lowest point 
He urged travel agents to 
move more of their business 
away from the sate of airiine 
tickets to higher margin 
sales, such as package 
holidays. 

The movement towards 
commission-cutting has also 
spread to Europe, where a 
number of airlines, including 
Scandinavia’s SAS, have 
reduced commission rates. 
With many flights tally 
booked, some airlines are 
considering introducing 
cancellation fees to prevent 
travelers from booking a 


flight an an open ticket and 

thaw faffing to show up. 

Although most airlines 
guard against the threat of 
“no-shows*' by overbooking 
fii ghtw this is an inexact 
method which can lead to 
increased exists. Smxfiariy, 
airlines are also considering 
way* tq ram hat rnnjt i p lq 

bookings. 

There is absolutely no 
doubt that the trend towards 
conmilsrionrcutting will 

C fmtmn a and ( wnmtwioiMi 

may even disappear 
altogther," says Mr Platt. 
"The upside is that travel 
agents won’t be so re&ant 
on suppliers far their 
income, which is good far 
customers because it is dear 
who the agent is working 
for, but the downside is 
that the customer wEtt 


have to pay for it." 

Many companies with 
large travel budgets are 
already paying fees to 
business travel agents, such 
as American Express. 
Carison-Wagonht and Hogg 
Robinson, to manage and 
reduce their travel budgets. 
Hogg Robinson says more 
than 60 per cent of its 
income is now fee-based 
compared to 15 per cent five 
years ago. 

American Express believes 
that development* in 
technology will give travel 
agents more scope to 
manage and reduce travel 
budgets- Business travellers 
are incre a s ingl y perfamm^f 

tasks previously handled by 
agents, such as booking and 
paying for travel. This is 
likely to increase as 


information technology 
increases the mobility of 
companies and their 
employees. 

Although the popularity of 
video conferencing is likely 
to grow as its costs fell and 
desktop video links become 
available, few of the 100 
business travel managers 
recently s u r v eyed by 
American Express thought it 
would replace the need for 
travel to make new contacts 
and clinch More thaw 
12 per cent used self-booking 
technology and half were 
prep ar ed to use it within the 
next two years. Just under 
half thought smart cards 
would be part of everyday 
life within the next three 
years and more than a 
quarter supported the use of 
electronic ticketing. 
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The first airline 
serving naturally 
grown food. 




nature# gourmet Now. flying Swissair enhances your well-being. A pretty revolutionary 
change is taking place in onr cuisine: naturally produced food. It’s high on vitamins and fresh flavor. Meat conies 
from animals roaming outdoors. Bread and dairy products meet top organic standards. It’s not just healthier, it 
tastes better. And you’ll feci be iter, too. Initially, we serve it in ail classes on all flights from Switzerland, and 
ultimately on all flights. It’s the kind of idea that comes naturally to ns. http://www.swissair.com 
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Editorial production: Ian MacDonald and Pbrfip Hiint 


Europe may be split over the 
wisdom of monetary union, 
but for the business traveller 
it looks like almost unequiv- 
ocally good news. 

For a start, there will be 
no need to fuss with travel- 
ler’s cheques, currency 
transactions and working 
out whether L28.000 Is an 
outrageous charge for a 4-km 
tain ride in Milan P illing in 
expense forms at the end of 
a trip should also be easier. 
In addition to time efficien- 
cies. the average saving from 
not having to chang e money 
will be $13.15 per cross-bor- 
der visit, according to a Cen- 
tre for Economics & Busi- 
ness Research study on 
behalf of the Association of 
British Travel Agents 
(CEBR). 

The CEBR estimates that 
European bureaux de change 
will be the losers - to the 
tune of $L9bn. or two-thirds 
of their business, by 2010. 

However, the greatest 
advantage of all is that most 
Industry pundits believe the 
single European currency 
will force down the price of 
business travel. This is in 
spite of the short-term costs 
of converting to a dual cur- 
rency system for three years 
and then switching exclu- 
sively to the euro - a pro- 
cess which Lufthansa esti- 
mates will cost the German 
airline DMTOm. 

The main reason will be 
the greater transparency of 
air fares and hotel rates. At 
present, the same airline 
often charges more for flying 
from, say, Frankfurt to Lon- 
don than in the opposite 
direction. It may also charge 
different feres on two routes 
of similar length. 

Direct comparisons will 
curb such practices, espe- 
cially following the recent 
introduction of cross-border 
satellite ticket printing. This 


enables a company which 
buys its tickets In one coun- 
try to have them printed 
remotely in another. A 
French company could 
therefore buy its tickets in 
the Netherlands but have 
them printed on a marhinp 
in its Paris office. 

If air feres harmonise, it is 
possible that they will rise to 
the highest levels charged, 
but this is doubted by the 
CEBR's c hief executive, 
Douglas McWilliams. “With 
price equalisation, fares are 
on balance more likely to go 
down because competition 
will push them towards the 
lower end,” he says. 

A similar story holds true 
far hotels, with international 

chains finding it difficult to 

charge different rates for the 
same standard of property in 
different parts of the euro’s 
reach. 

Further savings can be 
expected because the single 
currency will make it easier 
to purchase travel an a con- 
solidated, pan-European 
basis. At present, most com- 
panies or their travel agents 
make separate deals with 
the same airline country by 
country. By combining that 
power in a single agreement, 
companie s should be a ble to 
lever deeper discounts, 
although airlines will be 
looking for greater volume 
or market share commit- 
ments In return. 

Although the euro will 
assist pan-European pur- 
chasing. Mr McW illiams says 
there is no reason why com- 
panies should not be pur- 
chasing travel in this way 
now. “The single currency 
makes it slightly easier, but 
the psychological impact of 
monetary union is about 
four to five times more sig^ 
niflcant,” be says. “Compa- 
nies are "dug this as a cata- 
lyst for re-organising their 
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Bureaux da change are expected to be big losers when the eun> is introduced, perhaps losing two-thirds of their business by 2010 


purchasing when the eco- 
nomics for it were there any- 
way.” 

Nonetheless, the many 
business travel agents 
believe the singe currency 
will help them service multi- 
national clients far more effi- 
ciently. Baudouin Gil Us, 
Carlson Wagunlif s vice-pres- 
ident for western Europe, 
predicts that clients will be 
served from a single reserva- 
tions centre within the euro 
zone and will receive a- sin- 
gle invoice as welL Carlson 
Wagonlit already invoices 
one of its chants - the Euro- 
pean parhament — in Euro- 
pean Currency Units (ECUs) 
both in Brussels and Stras- 
bourg. 

However, do not necessar- 
ily expect your'Jjusiness- . 
travel agent to cot its fees. 


Agents are bracing them- 
selves for European airlines 
to introduce swingeing cuts 
in commission over the next 
12 months , which will 
severely curb their income 
and exert a 'far more pro- 
found influence over the air- 
line-agent-dient relationship 
than will monetary union. 

Monetary union . will 
leg men that pain for multina- 
tional agents in two ways: 
not only will it cut adminis- 
tration costs, but the large 
agents also expect to mop op 
the remaining accounts of 
Europe-wide companies still 
divided among smaller 
agents an a national basis. 

British travel agents able 
to internationalise are hop- 
ing to do well - once the UK 
accepts the- euro. -They are 
generally regarded asTEe 


most sophisticated practitio- 
ners of travel management 
in Europe but also have low 
operating costs, which could 
allow them to compete in 
foreign markets on both 
price and service. 

Much is qiftar in the crys- 
tal ball, but several ques- 
tions remain unanswered. 
First, the International Air 
Transport Association has 
not yet found space on its 
tickets for printing fares in 
two currencies. Second, 
there is some doubt as to 
whether fli ghts within the 
euro zone will count as 
domestic or international. 
The distinction is important 
because most EU countries 
charge value added tax on 
domestic feres. 

In that case, says Mr Gil- 
ts, it might be cheaper for 


an agent to issue tickets out- 
side the euro zone in order 
to classify them as interna- 
tional. “Monetary union is a 
very big step, but after that 
step there will be a lot of 
questions.” he says. 

In spite of these questions. 
ECTAA. the European travel 
agency association, is con- 
vinced that clients will enjoy 
better deals from travel sup- 
pliers. and accordingly 
advises purchasers not to 
buy too far ahead at current 
prices. 

It is just as well that 
prices are tipped to fall. With 
monetary union alone fore- 
cast to stimulate an extra 8 
per cent in trade and cross- 
border investment by 2005, 
the volume of travel within 
the euro zone is expected to 
soar. 
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Any doubts about selection? 


As all canny travel managers know, sometimes the 
easy route isn't the best one. Selecting a big name to 
keep things good and tight sounds like a simple and 
straight forward choice, doesn't it? 8ut what happens 
when they fail to live up to their promise? When they 
just don't seem to understand exactly what you need? 
Ybur decision can quickly land you in some (rouble. 

Portman are No 4. We're different. And we're good. 
This means that today more and more companies are 
putting our name first on the sheet when it comes to 
choosing an effective travel management service. 

We enjoy being at the centre of things when 
controlling our clients' travel spend. As the UK’s 
largest independent, we are used to having a strong 
influence with all the major travel earners. And our 
distribution is rightly praised for its nationwide 
network of offices and global strength from over 


4,000 locations worldwide. Most importantly, we 
possess the attitude and approach that ensures ' 
we score where others don't. 

How many times have so-called ‘big signings' failed 
to perform? Exactly. Perhaps it's time to select the 
only player who can consistently take on the rest * 
and beat them. 

Pick the right team. Speak to Portman. 

Call Lesley or Brian on 0800 731 1627 
E-mail: lcollinsGportmantravelxo.uk or 
blawierGportman travel .co. uk 
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PORTMAN 

In a league of our own 



You needn’t ever leave tie comfort of your Pour Seasons Hotel room to be transported by a talented d»f. 
Room service menus abound witk regional selections: from deep -disk pizza to striped 
prepared without unwanted calories, to komemade nR inLun soup at TniilnigWl- For 
tke same breadtk of ckoice in anotker unequalled setting, visit our restaurants 
downstairs. Tke demands of business demand nothing Ins. Pkone your travel 
counsellor or, in tkeU.K., 0800-526-648. Visit our Well site: www.fourseaaons.com 
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Living in a ‘world 
of discrimination’ 
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Coping with disability 

SKaajSP fe ay . ■ j 


Amon Cohen reports on some of the difficulties 
encountered by handicapped travellers 


* * ••,•.* *»•«? 


Bob Taylor has got to know 
a good number of hotel chefs 
since becoming paralysed in 
a motor accident 21 years 
ago. As a wheelchair user, 
be finds that the front doors 
of many hotels are inaccessi- 
ble to him so be enters via 
the kitchen service areas. 
"Going in with the food and 
booze, 1 often get to see what 
is on the menu before any- 
one else," says Mr Taylor. 

Following his accident. Mr 
Taylor entered a “new world 
of utter discrimination" 
whenever he tried to travel 
on business. As managing 
director of Birmingham air- 
port until three years ago. he 
was at least in a position to 
rectify matters on his ho me 
patch. However, the over- 
whelming view among disa- 
bled travellers is that 
although facilities are 
improving in both the air 
and hotel industries, prog- 
ress has been painfully slow. 

Most disabled travellers 
have a horror story to tell. 
Martin Fortune, an aid 
worker in developing coun- 
tries. had actually crossed 
the threshold of an Air India 
aircraft at London Heathrow 
when he ran into trouble. 

Mr Fortune had told the 
airline that he was disabled 
and had obtained a signed 
form from his doctor con- 
firming his fitness to travel 
Nevertheless, as soon as an 
Air India cabin crew mem- 
ber saw that he was unac- 
companied he was removed 
from the aircraft. Only hos- 
tile media coverage initiated 
by a journalist friend and a 
telephone call from his MP 
put Mr Fortune on a flight 
the following day. 

The return journey was 
not uneventful, either. 
Although Mr Fortune made 
it back to the UK, his wheel- 
chair did not - at least not 
for another week. 

Anne Begg. MP for Aber- 
deen South, also encounters 
discrimination as the user of 
a wheelchair. The Aberdeen 
to London sleeper train has 
no facilities for the disabled, 
nor a seating compartment 
where she could remain in 
her wheelchair. Conse- 
quently. she commutes from 
Scotland with British Air- 
ways. which looks after her 
well. 

“Once they start to recog- 
nise you, it works welL If 
you shift airlines it can be 
awkward,” says Miss Begg. 

That happened during the 
strike by BA stafT a few 
months ago. She opted to fly 
instead with Air UK. which 
presented her with a form 
asking if her smell, appear- 
ance or behaviour were 
likely to cause offence to 
other persons. 

"When 1 asked why 1 
should fill this form in, they 
told me it was because I was 
ill. I said 1 wasn't ill: it's just 
that my legs don’t work.” 
says Miss Begg. “Like any- 
one else. I would not be trav- 


elling a lot if I were not 
healthy." Air UK since 
apologised and amended its 
form, but according to Bob 
Taylor, who is now chair- 
man of a travel pressure 
group, the Tourism Advisory 
Forum, disabled business 
travellers are generally 
treated better than that 
“AH UK airports are now 
well-equipped and so are UK 
airlines,” he says. Honour- 
able mention should also go 
to the facilities offered by 
Eurostar, both on its trains 

and at ftS terminate 

Disabled travellers can 
expect high-quality airline 
and hotel facilities in Aus- 
tralia and - above aU - in 
North America, thanka to a 
combination of progressive 
attitudes, more space and 
newer hotels. 

There is also some 
improvement in accommoda- 
tion east of the Atlantic. 
Forte Posthouses in the UK 
and the Irish Republic pro- 
vide typical pvamp iBR of the 
new *hinMnp- many of the 
group’s premises have spe- 
cially converted rooms. The 
main difference in t hes e is 
that many of the features 
are nearer the ground, such 
as bed. light switches, coffee- 
maker and mini-bar. The 
same is true for the ward- 
robe. which is doorless. 
There is a sliding door to the 
bathroom, where the toilet 
.■rink and bath have all been 
adapted, and there are two 
alarm cords. Furthermore, 
there is a connecting door to 
the adjacent bedroom for 
escorted travellers. 

None of the facilities 
would make the rooms 
uncomfortable for an 
able-bodied person, and 
Forte says it does not sell 
them only to the disabled. 
Prices are the same as for 
any room. 

Two hotel chains which 
are particularly recom- 
mended for consistently 
good disabled facilities are 
Novotel (used regularly by 
both Mr Taylor and Miss 
Begg) and Travelodge. Holi- 
day Inn and Sheraton are 
also said to be improving 
fast, while another progres- 
sive chain fa Thistle Hotels. 

Ihe five adapted rooms at 
Thistle's Mount Royal prop- 
erty in central London 
include features such as 
remote-controlled door open- 
ers and - for the deaf - spe- 
cial telephones and a vibrat- 
ing pillow alarm. There is a 
low-level desk in reception 
for checking in wheelchair 
users. 

Robert Peel, Thistle's chief 
executive, appreciated the 
difficulties disabled guests 
encountered when he spent 
a day visiting his hotels in a 
wheelchair. “I found that the 
wheelchair narrowed my 
options to the parts of the 
hotel where 1 knew I would 
not have problems.'’ he said. 

Mr Peel has set a strategy 
of converting one in SO of 
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Thistle's entire stock of 
13,450 bedrooms to disabled 
use over the next five years. 

At the same time. Thistle 
is training its staff to ensure 
attitudes match infra- 
structure. “Disabled guests 
don't want charity - they 
just need the sensitivity 
that things need to be 
easier to negotiate,” says Mr 
Peel. 

• The Royal Association for 
Disability and Rehabilitation 
publishes three Holiday Fact 
Packs, of which numbers l 
and 3 are relevant for busi- 
ness travellers. Details on 
+44 171250 3222. 

• Travel and Tourism for 
AH International will start 
work on an information web- 
site-far disabled travellers in 
December. 
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The new Ericsson GH688 oners full data and fax compatibility, so now you can do your 
business wherever you like. 100 hours of stand-by time with the High Performance Battery, 
SMS and alarm clock lees you do your business whenever you like. All wrapped 
■ in a unique lightweight metal frame; so you can do your business however you like. 


The new Ericsson GH688. 
Made for business: Good for life. 

ERICSSON ^ 








FINANCIAL TIMES THURSDAY NOVEMBER -0^^ 



Beating the crumpled look 

First impressions can count for a lot Scheherazade Daneshkhu looks at some 
smart options to avoid arriving bedraggled at an important meeting 


Arriving in a hotel with only 
a few minutes to change for 
a meeting, you throw open 
the suitcase only to discover 
that a freshly-pressed, care- 
fully-packed suit/shirt/dress 
has been transformed by the 
journey Into a crumpled 
mess. 

If you are lucky, there 
may be an iron hidden in the 
cupboard so when you turn 
up late you will at least do 
so immaculately. Calling 
room service is risky - that 
could mean a substantial 
delay as well as ceding con- 
trol to others, leaving you 
bereft of the choice of a 
punctual but dishevelled 
appearance. 

This unpleasant dilemma 
should not lace anyone who 
has enjoyed the pleasure of a 
butler to pack their clothes. 
Many luxury hotels offer a 
butler service, not only to 
relieve guests of the tedium 
of unpacking but also to 
ensure that their clothes 
emerge crumple-Cree from 
the suitcase at the next des- 
tination. 

At Cliveden, the luxurious 
English hotel in the former 
stately home of the Astor 
family, all the packing is 
done by housemaids. BAs 
Eileen Doman, mansion 
housekeeper, has for years 
packed for leisurely visitors, 
some of whom arrive with 
several suitcases - one for 
casual daywear, another for 
formal daywear. another for 
formal eveningwear. etc. 

“Businessmen usually find 
it too embarrassing to let us 
unpack for them, but they 
are often the first to need 
packing because they 
become so involved in their 
conferences and their time is 
short,” says Ms Doman. 

The logical way to pack is 
to lay everything on the bed, 
she says, and arrange things 
so that what sits at the top 
of the case is what is first 
needed. 

The secret of creaseless 
packing is lots of tissue 
paper which is used to make 
air pockets in areas which 
might otherwise get crum- 
pled, such as the tops of 
sleeves. Socks can be used to 
create air pockets in trou- 
sers. Jackets are folded 
across the waist and not ver- 
tically. Any creases will fell 
out once they are hung in a 
steamy bathroom for a few 
minutes, says Ms Doman. 



Moment ot troth: The Stuffed Shkt Com pan y's packing sets are put to the test puKLydbvm dor Mas- 


Even tricky materials such 
as silk are not beyond 
redemption. "As long as 
there are enough air pockets 
in silk, you can almost crum- 
ple it up to fit into a boot 
and the creases just s h a k e 
out." says Ms Doman. 

Evening dresses are the 
hardest to pack without 
creasing, and changing fash- 
ions present new challenges. 
“Shoulder pads and stiletto 
shoes are my bugbear at the 
moment,” says Ms Doman. 
Thank God flared trousers 
for men are not back 


because estimating their 
width was a nightmare.” 

Shoes, mobile phones, 
“computer bits” all Rt 
around the odes of the case 
as do electrical items. “Elec- 
tric toothbrushes appear to 
be the in-thing. The only 
thing is you’ve got to make 
sure they are switched off.” 

Breakables should be well- 
padded and placed in the 
middle or bottom of the suit- 
case. When it comes to 
underwear, Ms Doman takes 
Lady Aster’s advice and 
travels with her own to silk 


pouches. Otherwise, clean 
underwear is folded dis- 
creetly be tw een clothes and 
the rest is put in a laundry 
bag. 

If a luxury hotel is not on 
the itinerary, do not despair. 
John Pease, a former engi- 
neer and frequent business 
traveller, has come up with 
a do-it-yourself version of 
crumple-free carry-on lug- 
gage. He gave up his job in 
the oil business four years 
ago to found The Stuffed 
Shirt Company. 

Mr Pease’s solution is 


modular paHring — that is, 
packing sets of clothes 
together in document-sized 
packs of A5, A4 and A3 for- 
mat To prevent the clothes 
creasing in the packs, Mr 
Pease uses lightweight 
frames with curved surfaces 
around which the clothes are 
folded and held in place by a 
cover. 

“They act as a skeleton for 
the clothes so the clothes 
cannot collapse when carried 
vertically nor be crushed 
when packed tightly,” he 
says. “Once the packs are in 
your suitcase you can pick 
out what you want without 
the rest of the clothes 
getting creased." 

Sir Lewis Robertson, 
former phahumn of Stains, 
the Glasgow-based hotels 
group, is an enthusiastic 
advocate of Stuffed Shirt 
products, which indude a tie 
frame and A3 size suit pack, 
with room far a jacket and 
two trousers. The standard 
shirt pack also holds 
socks and underwear, 
providing a day's change 
of clo thing . The products 
come with dia grams to show 
bow the clothes should be 
folded. 

*Tve always packed in a 
modular raamipr by using a 
large number of plastic 
bags,” says Sir Lewis. 
“Although folding a shirt 
over a frame takes longer, 
on the other hand it does 
come out very wefi. The tie 
case is particularly good. I 
did get a local leather 
worker to make a tie case for 
me. which is OK but it 
doesn’t keep the ties 
stretched." 

We sought Ms Doman’s 
opinion on the range, which 
includes a carry-on case, 
smaller in dim ension than 
the rollaboard suitcases 
increasingly banished to 
check-in, and with enough 
room for three-days' travel. 
She was impressed and 
particularly liked the 
detachable pouches for 
small, i tems i tems cufflinks 
and jewellery. “This could 
pot me out of a job," she 
said, experimenting with 
trousers on the detachable 
frame in the suit pack. “It’s 
very practical, but before 
you purchase it, you’d 
definitely need a 
demons tration in the .shop.” 
• The Stuffed Shirt 
Company: +44 (0)1589 621700 



Hotel style - but this bedroom is on offer at London’s St James’s Club 


When there’s no 
room at the inn 

Clubs can make a suitable alternative to hotels. 
Scheherazade Daneshkhu sees what’s on offer 


Booking an hotel room in 
London at short notice has 
become almost as difficult as 
finding a table at one of Its 
more fashionable 
restaurants. Hie city's hotel 
occupancy rates averaged 82 
per cent last year - the 
highest in Europe for four 
years running - according to 
Pannell Kerr Forster 
Associates, the hotel 
consulting arm of the 
London-based accountants. 

As demand continues to 
exceed supply and some 
hotels take advantage by 
putting up room prices, 
many people are considering 
alternatives, according to 
David Witham, vice-presi- 
dent of international hotel 
and car marketing at Ameri- 
can Express. “One of our cli- 
ents is refusing to pay the' 
significant increase in room 
rates," he says. “We’re find- 
ing them hotels of a similar 
standard at a lower price 
because they are perhaps 
part of a marketing consor- 
tium without a profile as 
high as some of the large 
international chains.” 

One New York-based fre- 
quent traveller to London, 
who has faced increasing dif- 
ficulty in hooking into the 
hotels of his choice, believes 
he has found an even better 
solution - not to stay In a 


Human contact may become part of history 


Roger Bray discovers that many of the people he meets during 
his travels are likely to become victims of increasing automation 


Between the office and the 
hotel shower, a business 
traveller flying abroad 
comes into contact with 
some 20 people. Try count- 
ing. Starting at the airport, 
there is someone to check 
you in - and maybe some- 
one else to ask you security 
questions - someone to 
search you when you set off 
the alarm at the metal detec- 
tion arch, to greet and serve 
you in the lounge. 

There’s aircraft cabin 


staff, customs and immigra- 
tion officials, a taxi driver, 
someone at the hotel 
check-in. And so the list goes 
on. 

In the future, however, 
trips will be eerily devoid of 
such human contact. 

It will begin with airline 
and hotel reservations being 
made by voice recognition. 
Your secretary will then 
check you in and select you 
a seat using a digital inter- 
active television. A desktop 


printer will produce your 
boarding card, a driverless 
train will whisk you to the 
airport. 

Once aboard the aircraft 
you will enter your request 
for a drink using a seat-arm 
screen and keyboard - and a 
robot trolley will trundle 
along the aisle with it 

At immigration control 
your face will be checked 
automatically against infor- 
mation stored in a microchip 
on your identity card. In the 



Mandarin Oriental, Jakarta. 
Refresked and renewed. 

Where to &nd the rest of the World s Finest Hotels & Resorts 
The Oriental, Bangkok 
Kakala Mandarin Oriental, Hawaii 
Mandarin Oriental, Hang Kong 
Mandarin Oriental Hyde Park. London 
Mandarin Oriental, Macau 
Mandarin Oriental, Manila 
Mandarin Oriental, San Francisco 
Tiie Oriental. Singapore 
Hotel Mnjapahit, Suraluya 
Hotel Bela Vista, Macau 
Mandarin Oriental, KuoLl Lumpur (1997) 
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hotel lobby yoq will check-in 
at a touch-screen kiosk, 
where you can tap in any 
special requirements. 

During your trip, head- 
quarters send you an e-mail 
asking you to divert from 
Atlanta to Cincinnati. You 
plug in your laptop com- 
puter and tap into a pro- 
gramme which provides 
riptails of hotels and flights 
and allows you to make res- 
ervations without picking 
a telephone. 

Far fetched? Not a bit of it. 
These developments may not 
all became common practice, 
bnt if they are not being 
tried out already they have 
all been the object of serious 
consideration. 

An equally serious consid- 
eration for the travel indus- 
try, however, is the extent to 
which its customers want to 
avoid human contact. 
Research carried out by Brit- 
ish Airways indicates that 
they are ambivalent. A 
spokesman says: “When we 
asked the business traveller 
to describe the ideal, the 
answer was: T want to be 
able to walk completely 
unmolested from the taxi - 
or my car - to the aircraft, 
carrying my boarding pass 
and with hand b a ggage only. 
But the second I click my 
.fingers, 1 want a ‘member of 
the customer services staff 
to be there’ .“ 

This may dilute one of the 
main benefits of automation 
-r the reduction of staff costs. 
As BA notes, the new tech- 
nology will free employees 
from routine tasks, allowing 
them to spend more time 
“with their heads up", deal- 
ing with passengers who 
seed help. 

The Chicago-based Hyatt 
Hotel chain takes much the 
same view. It was ahead of 
the game when it introduced 
automatic check-in and 
check-out at two Hyatt 
Regency properties - in 
Atlanta and at Chicago’s 
O’Hajre airport - in 1994. 


Now there are machines in 
16 hotels. 

Guests need never deal 
with the front desk. On 
arrival they can insert credit 
cards, tap in room prefer- 
ences - and the machine 
produces room keys. When 
they leave, they can also use 
the system, which is called 
Touch and Go, to settle the 
bOL A broadly similar sys- 
tem is on trial at eight Hil- 
ton hotels in the US. . 

Hyatt's marketing 
vice-president, Tom O’Toole, 
says some guests prefer to 
deal with technology than 
with humans. 

“There definitely Is a seg- 
ment of the travelling popu- 
lation which is perfectly 
comfortable checking in and 
out automatically and never 
needs to come into contact 
with another living, breath- 
ing person,” he says. “It's a 
small number of people, but 
if they find that's the best 
use of their time, we will 
facilitate it 

“But check-in will never 
be completely automatic. I 
think we will offer an . 
Increasing number of 
options for people to use 
technology, but the hotel 
business always has been 
and always will be a people 
b usines s — so l cannot imag- 
ine we would ever require 
guests to use it." 

One development which 
could reduce those costs dra- 
matically Is the introduction 
of voice recognition tele- 
phone systems which 
respond to requests for infor- 
mation and bookings. 

American Express is test- 
ing such a system an 500 of 
its employees in the US and 
expects to make it available 
to North American travellers 
next year. It int e rr up t s cal- 
lers and asks them to repeat 
words if it does not under- 
stand what they are saying 
and will query ambiguities, 
asking, for example, whether 
the customer means Paris, 
France, or Paris. Texas. It 
will provide information on 
airlines and schedules and 
even quote feres. Eventually 
it may also handle hotel res- 
ervations. 


American Express says the 
system has been tried out 
using some 500 accents and 
that its responses were “95 
to 97 per cent accurate", ha 
theory, there is no reason 
why it should not be adapted 
to handle languages other 
than En glish, 

Mindful of the risk that 
such automation could tons 
some clients away, the com- 
pany insists that there win 
always be a human option. 
For example, customers can 
ask the new system for flight 
details but still book 
through one of its travel 
counsellors. 

The company lias also 
launched the AX3 pro- 
gramme, which allows busi- 
ness travellers to call-up 
information and make reser- 
vations on a laptop or desk- 
top computer. A spokes- 
woman says: “We have one 
client company tn the 
defence industry where 97 
per emit of reservations by 
staff at one technical facility 
are made by e-mail. 

- “We took a straw poll at a 
forum of travel managers 
from client companies to see 
how many travellers might 
use interactive systems. 
One-ffrmL estimated that 25 
to 50 per cent of corporate 
travellers would ultimately 
book that way, and another 
27 per cent said they thought 
the proportion would be 50 
to 75 per cent" 

Yet questions remainover 
just how many . frequent 
travellers want to avoid 
human contact whenever 
possible. Airlines’ experience 
.with . -airport check-in 
machines has been mixed. 
Although Lufthansa says it 
has seen a sharp increase in 
their use, American Airlines 
says some of its customers 
do not like them. 

Those who regard such 
developments as nightmar- 
ish can also take heart from 
repeated survey evidence 
showing that, while video 
conferencing will increase 
greatly in popularity with 
the advent of contact via 
desktop screens, it wifi never 
replace the face-to-face meet- 
ing. 


hotel at all. Last year he and 
a colleague became members 
of the Royal Automobile 
Club and the St James’s, two 
of London’s residential 
clubs. “They do all in their 
power to provide members 
with excellent accommoda- 
tion at short notice. More 
should be established," he 
wrote in a letter to The Busi- 
ness of Travel. 

Frequent travellers to Lon- 
don will usually find that its 
residential clubs tend to be 
cheaper than hotels of a sim- 
ilar standard. Room prices at 
the RAC in Pall Mall - the 
heart of London ’s once 
exclusively gentlemen's 
clubland - are between £45 
and £50, and are £160 a night 
at St James’s, just off Picca- 
dilly- The average room rate 
at London's five-star hotels 
in the three months to June 
30 was £186. according to 
Arthur Andersen, the 
accountants. . 

People staying at clubs are 
usually able to enjoy facili- 
ties which they would have 
to pay for at a hotel, such as 
private meeting rooms 
which are made available to 
members free of charge at St 
James's club. 

However, clubs levy 
annual subscription rates, 
which make them unattrac- 
tive to Infrequent visitors. 
The St James's charges an 
a n nual rate of £300 and 
offers corporate member- 
ship. while rates at the RAC. 
which has a marbled swim- 
ming pool and gy mnasium, 
charges annual rates of 
between £277 and £599. 

Many clubs have interna- 
tional partners which will 
give preference to the book- 
ing requirements of mem- 
bers. The St James's has 
reciprocal arrangements 
with 530 clubs, many of 
them in the US. while the 
RAC also has international 
partnership arrangements. 

At the RAC, prospective 
members must be proposed 
by an existing member and 
join a waiting list of up to a 
year. The St James's, which 
reopened under new man- 
agement two years ago and 


is building up its member- 
ship. is less exclusive. Know- 
ing an existing member is 
not necessary, and the 
waiting period can be as 
little as a week. 

Philip Warden, general 
manager of the St James’s, 
says that most members 
tend to be international trav- 
ellers stopping in London en 
route to somewhere else. 
“It’s nice for people to know 
that when you are In town 
they will be able to contact 
you at your club." he says. 

The Bulldog Club presents 
a different spin on the tradi- 
tional club - or even bed 
and breakrasi. Founded 
nearly 10 years ago. the club 
regards itself as an alterna- 
tive to five-star hotel accom- 
modation by providing 
rooms in private London 
houses. 

Anna Cryer. director of 
the club, says many of the 
host families have lived 
abroad and enjoy entertain- 
ing. Members are either 
looking for something new. 
such as no check-out queues, 
or find London's hotel prices 
prohibitive. “Sometimes 
they want to get to know the 
city better and don’t trust 
the hotel concierge who will 
usually advise on restau- 
rants from which he gets a 
tip. Women travelling alone 
often find the Bulldog Club a 
safer option than staying in 
a hotel." she says. 

Bedrooms have en suite 
bathrooms and the use of a 
private dining room or sit- 
ting room. All bouses offer a 
laundry service and most 
have fax machines. 

Members pay an ann ual 
subscription fee of £25 and 
rooms cost £95 a night in 
London, including a frill 
Engl ish breakfast The club, 
which has about is houses 
in London, takes bookings 
from members and then lets 
them know which houses 
have free rooms. Payment Is 
made through the club 
rather than to the host fam- 
ily. “The emphasis is on 
being a guest In someone’s 
house but there is no forced 
jollity r says Ms Cryer. 
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Boldly venturing into virgin territories 

Intrepid traveller Michael Thompson-Noel says it is only a matter of time before the world’s biggest hotel groups set their 
sights firmly on space. In the meantime, they are working hard at developing new markets nearer to home on - Earth 


Soon - same time, next 
century - there may be a 
busmess-cum-leisure hotel 
cm the Moon. An 
Inter-Continental, perhaps. 
A Hilton, Hyatt or 
Shangri-La. 

Decades later, one of 
Earth’s thrusting, upmarket 
business hotel groups will 
establish itself on Mars. 

Eventually, there win be 
hotels on other bits of real 
estate in the solar system, 
including man-made space 
stations and the moons of 
Jupiter and Saturn. 

Science fiction? Certainly 
not 

With occasional stops and 
starts, the Earth’s 
colonisation of the solar 
system is proceeding apace. 
And if there Is one industry 
that will try to manoeuvre 
itself into the forefront of 
spe « settlement, it is the 
hotel business. 

You do not often read 
about it. but one of the keys 
to managing a vigorous 
international hotel group 
such as Hyatt International. 
Hilton International, 
Inter-Continental or 
Shangri-La International, is 
readiness to venture into 
aimost-virgin territory - to 
bravely go where no hotel 
group has gone before. 

Eastern Europe. South 
America. China, the 
lesser-known parts of 
south-east Asia. To call these 
areas virgin territory would 
be a shade melodramatic. 

But the world is changing. 
Since the end of the cold war 
and the resultant perceived 
victory for democratic 
capitalism, the trend 
towards business 
globalisation has 
accelerated. 

Barriers have been swept 
aside. New markets have 
appeared- And, where 
opportunity beckons, the 
hotel business, which abhors 
a vacuum, rushes in - not 
heedlessly, or for insufficient 
reward, but after shrewd 


calculation of its own best 
interests. 

Internationally, the most 
determined upmarket 
business hotel developer of 
all is probably 
Inter-Continental, wartiiy 
this year, for example, 1 
spent a few days at the 
renovated, luxurious, . 
73-room Le Vendftme 
Inter-Continental hotel 
overlooking the 
Mediterranean in Beirut. 

Outside, the reb uilding of 
Beirut’s city centre - a 
mind-boggling spectacle — 
was going full tflt Inside the 
Venddme, which reopened a 
year ago, aQ was peace and 
pleasure, as though there 
had hardly been a civil war 
in Lebanon to disrupt the 

h nainpus nf b usiness 

A haunt of the rich and 
famous, Le VendOme was 
originally opened in 1966. It 
closed and reopened several 
times during the dvfi war, 
before shutting its doors 
seemingly for good In 1983. 
That might have been that. 
But in 1994 the owners 
decided to restore it to its 
former glory, and in 1995 
signed a management 
agreement with 
Inter-Continental Hotels 
Resorts. The grand opening 
(or re-opening - take your 
pick) was last December 23. 

Professionals will caution 
you that investment In 
Lebanon remains highl y 
speculative. Yet the country 
is re-emoging as the 
regional financial and 
business fulcrum. Hence 
Inter - Con Hncnta i •« 
reappearance in Beirut. 

Le Venddme is one of 
three projects the group has 
going in Lebanon. The other 
two, both In Beirut, are the 
Phoenicia InterContinental, 
due to open in 1999, and me 
of the group’s mid-market 
Forum hotels (next year). 

InterContinental, which is 
Japanese-owned, runs 215 
three, four and five-star 
hotels in Europe, the US. 



Africa. Asia arid the Pacific. 

At the start of this year it 
had 21 new hotels and 
resorts under construction. 
Openings were planned lover 
a period stretching from 
early 1997 to the brink of the 
mtnenninm) in a number of 
countries not formerly high 
on the visiting list of 
international business folk, 
including Albania, Slovenia, 
Cambodia and G uatemala, as 
well as in more traditional 
business destinations from 
Europe to the Americas, the 


Middle East, Africa, 
Australia and China. 

Countries that it has been 
investi gating , or where it 
has been conducting 
preliminary negotiations, 
include Turkmenistan, 
Bosnia. Croatia. Uzbekistan. 
Jordan. Qatar, Vietnam, 
rihina and the Philippines. 

Earlier this year 
InterContinental 
maintained that the recent 
opening of one of its hotels 
in Tashkent, in resource-rich 
Uzbekistan, was “further 


evidence that our pioneering 
spirit lives on in the 1990s". 
Pierre Boissel. the hotel’s 
general manager, observed 
that InterContinental’s 
arrival on the Tashkent 
scene coincided with recent 
sturdy foreign investment 
activity, involving, among 
other International 
companies, Daimler-Benz, 
BAT Industries. Lonrho and 
Daewoo. 

J.T. Kuhlman is 
InterContinental Hotels a n d 
Resorts’ chief operating 


officer. One of his special 
responsibilities is 
development. He said: 
“Because of globalisation, 
this is the fastest expansion 
period the international 
hotel business has ever seen. 

“Over many years we have 
tracked our customers with 
the efficiency of a 
heat-seeking missile. Since 
the second world war our 
frequent-travel business 
customers have scattered 
around the globe. We are 
talking about an army of 


business travellers that we 
estimate is 4m -strong - 
bankers, builders, diplomats, 
journalists and so on. If you 
keep your ear to the ground 

you’ll find where they want 
to go. And where they want 
to go, we go. The world’s 
main business airlines do 
exactly as we do. No wonder 
we are enthusiastic about 
the future of our business. 

“One of the new trends 
we’re seeing is the fast 
growth of specifically 
regional - as opposed to 
global - travel, with the 
business travel market 
acquiring specific regional 
characteristics, as in Latin 
America, for example.” 

Hyatt is another 
enthusiastic developer. 
Through its subsidiaries, 
Hyatt International operates 
55 hotels and 17 resorts in 32 
countries, with 34 additional 
hotels in the pipeline. Hyatt 
Hotels Corporation, a 
separate company, runs 107 
hotels and resorts in the US. 
Canada and Caribbean. 

Andre Pury, Hyatt 
International's senior 
vice-president for Europe. 
Africa and the Middle East, 
says that Hyatt examines 
developing markets to 
measure their attractions to 
international business. 

“After analysing the quality 
and quantity of existing and 
future local hotel 
accommodation - and 
estimated demand - we 
decide whether or not to 
proceed," he says. 

How does Hyatt evaluate 
politically sensitive 
locations? Mr Pury says: 
“Politics in emerging 
countries are tightly linked 
to economics. When a new 
country emerges, such as 
Azerbaijan, we look at its 
economic prospects and 
potential and try to estimate 
the impact these may have. 

“It was recognised that the 
huge economic benefits to be 
derived from the 
development of Azerbaijan’s 


petroleum resources would 
have a profound effect 
locally, and it was clear 
there would be a boom in 
international travel to the 
country.” 

What criteria do 
international hotel groups 
use when studying the 
up-and-comers? 

Hyatt’s criteria are typical: 
"Direct international flight 
connections, economic 
growth prospects, potential 
direct foreign investment, 
and governments’ attitudes 
to all those factors. 

“Finally, high risks must 
be compensated for by high 
rewards (wi thin certain 
limitations), otherwise why 
take the risk In the first 
place? For example. Hyatt 
has not looked at Albania 
because it has yet to reach a 
certain level of political 
stability, which has 
negatively impacted the 
potential rewards." 

It does not take a genius to 
conclude that the Moon. 

Mars and man-made space 
stations are likely to score 
highly - some time next 
century - in terms of direct 
spaceship connections, 
economic growth prospects 
and potential direct 
investment by Earth. 

There would be negatives 
to assess, such as comets, 
asteroids and off-Earth 
diseases, as well as - who 
knows? - the risk of hostile 
action by intelligent 
life-forms outside our own 
solar system worried by the 
march of space colonisation 
by Earth-based businesses of 
all sorts, not just tbe hotel 
industry. 

But Hyatt. 

Inter-Continental and their 
rivals will not be slow in 
stepping forth. As they 
themselves best know, they 
are engaged in an absorbing 
and challenging 
development race which 
knows no frontiers, on Earth 
or beyond. 
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Air travel 


No-frills airlines travelling on a wing 


Michael Skapinker reports 
on the role being played 
by low-cost carriers in 
a fragile European market 


“ Does the world's favourite 
atone ready want a low-cost 
carrier?" 

'these words appeared, at 
the top of full-page 
newspaper advertisements 
placed recently by EasyJet, 
the London-based cut-price 
airline. 

Easy Jet was protesting at 
the news that British 
Airways, the national 
carrier, was considering 
launching a low-cost afrUtw 
of its own. EasyJet alleged 
that, If BA did Start a budget 
airline, its aim would be to 
eliminate small carriers so 
that it could rase prices 


Not everyone In the 
aviation industry is 
impressed by Easy Jet’s 
campaign. “EasyJet has 
always said it’s in favour of 
competition, so it's 
disappointing to see It 
squealing at the thought of 
some real competition 
arriving," said one Industry 
executive, who does not 
work for BA. 

But EaayJefs fears show 
how fragile Europe's new 
low-cost airline Industry is. 
Several cut-price airlines 
have begun to appear in 
recent years, prompted by 
the liberalisation of the 
European Union aviation 
market, which was 
completed in April, The 
liberalisation allows 
European airlines to start 
services anywhere in the EU 
without government 
permlaeion. 

The new European 
carriers have modelled 
themselves on the t7S 
no-frills airlines that 
appeared in the wake of the 
liberalisation of the 
American aviation market in 
1078. EasyJet, Ryanair and 
Debonair have helped to 
lows* air feres in the UK and 
Ireland, persuading people 
who had not flown before to 
do so. Brussels-based Virgin 
Express, part of Richard 
Branson's group, is doing 
the same In continental 
Europe. Airlines such as Air 
One of Italy have bran 
competing against national 
carriers elsewhere In 
Europe. 

The low-cost carriers say 
that a high proportion of 
their customers are business 
travellers. Stellas 
Haji-Ioannou, chairman of 
EasyJet, says many of these 
are owners of businesses, 
paying feres out of their own 
pockets. 

These travellers have bean 
offered some enticing feres. 


Ryanair is offering eights 
from London to Glasgow for 
£9 one way (before tax). 
Apart from promising to fly 
their customers safely to 
their destinations, the 

low-cost carriers offer little 

else. Most do not serve meals 
on board; if passengers want 
a snack or a drink, they 
have to pay fin* them. 

But the airlines argue that 
on short Journeys this 
hardly matters. Passengers 
are happy for the 
opportunity to travel 
cheaply. The low-cost 
carriers say they make a 
substantial difference to the 
pattern of air travel. 
Ryanair, the best established 
of the new alrilnes, says that 
every time It flies to a new 
destination, the number of 
people travelling on the 
route soars. 

What Is Sometimes 
forgotten in the rush to 
establish low-cost airlines, 
however, is that many of the 
no-friila carriers set up in 
the US after liberalisation 
foiled. Some of the new 
low-cost European carriers 
might survive; others Will 
not 

The budget sector is a 
difficult market In which to 
thrive. Debonair, which Was 
floated on Easdao, the 
pan-European stock 
wvchang p, earlier this year, 
warned recently that it 
would make a loss this year 
father than the fiLlm profit 
it had forecast 

BA la Unlikely to be the 
only large airline to cnmHdoi * 
whether it should enter the 
ho-frilla business Itself. 
Lufthansa, of Germany, la 
also looking at wttfgHng the 
low-cost business. 

Even If they doht enter 
the budget market 
themselves, the national 
carriers still exert immense 
power. They dominate the 
large airports in their home 
markets. Email di ^nwf are 
finding it dwtlnnlt fo obtain 
take-off and landing slots at 
Europe's most important 
airports, even though sums 
of these are not ftUL 

the large carriers also 
have the financial resources 
to match the low feres 
offered by the budget 
carriers for sustained 
periods. When EasyJet 
decided last year to start 
flying from its base at Luton 
airport, near London, to 
Schipfaol in Amsterdam, the 
Dutch airport warned the 
airline that it would find the 
galhg tough. 

And so it has proved. 


EasyJet has complained to 
the European Commission 
that kLM, the Dutch aitilne, 
has been engaging in 
predatory pricing, designed 
to drive it off the route. Thu 
European Commission 
raided EL M's offices in 
search of documents arid has 
mounted an investigation. 

Franco Mancassola, 
Debonair’s nhatrmati, says 
he doss not understand why 
the large carriers are 
devoting so much attention 
to trying to compete with 
the no-frills airlines. The 
small carriers' profits and 
networks are so much 
smaller than those of the 
giants, he says. “It's a futile 
ekercise for them. It’s not 
worth the hassle. They're 
stooping down to fight for 
breadcrumbs." 

Mr Mancassola says that 
even If the large airlines 
succeed in eliminating the 
smaller carriers, new ones 
will emerge. The market is 
now open, he says, and there 
will always be entrepreneurs 
ready to compete. The 
business travellers now 
enjoying low fares must 
hope he la fight 
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THE BUSINESS OF TRAVEL 



Cut to the bone . . . fares 
service an# torh^ourtd 



A few months ago Bysnair 
told passengers they canid 
sit where they liked* the 
result was a 96 per cant fall 
ht the number of its ' 
travellers turning up faf* 
for flights. Nothing gets • 
passengers to the aircraft 

more Quickly than flin f h>r 

of having to sit in a middle 
seat 

Abandoning the allocated 
seat system meant a sharp 
reduction In Sight delays. 
“All you’ve got to do Is find 
a Way of forcing the 
buggers on board on thine,'’ 
says Michael O’Leary, .* 
Ryanair’s fast-talking, 
38-year-old chief 
executive. 

The seating initiative was 
typical of Ryanair’s • 
determination to radnce the 
amonnt at time its aircraft 
spend on the ground. 

The Irish carrier used to 
be able to pr e p a re an 
aircraft for take-off 30 • 

u ri n a t es after the pr e v i ous 

fH gM tun) lanilmf , 

This year Ryanair 
decided to stop carrying 
cargo. The airline will not 
say how much revenue it 
lost as a result, although 
analysts put the cost at 
[£400,000 a year. With less 
loading and unloading to do 
aircraft can now be turned 
around in 20 minutes. 

Several low-cost airUnefe . 
have sprung up in the wake 


aFtheHberaRsxtiom of the » 
R nt o pe a n Union's svistka. 

best-estaMUhed trf alt 
. - Founded in 1985, fee 
airline spent five years -•*' 
making a. mess. It tried: to 

wn m wi 11 ni r ii l .* 

airlines, offbrtegtwo 

*We said.. .no 
food, hotdfli ; 
frequent flyer 
points or uny 
offtat W 
rubbish’ ' - ' 

daises of ieuthfeRbid' 
three diffe rent types of . 
aircraft, u wem uzrot^l . 
dwcMrf.i ti c ufl wHmf 
lost E20m fa tour jeiae£' 

At the beginning crfae 
1090s. it decided to offerkfr 
travellers something - 
different. Passengers would 
pay rock-bottom feres. 

There would only be One 
class of seating and ho T . 

frffiit. . .* ' : * • 

“We said that we’re not 
going to feed you or pot 
you up to hotels or give yon 
frequent flyer point* or any 
of that rubbish,*’ says Mr 
O'Leary. 1 


(CMHUawBIl < 


rotf .'. down onraatTitenaBce and 
ikjh * 'tigVfft staffrosts. . 


, Ryanair* 


. who had not previously : 
thought of ftyhig fhat it 
was worth tmngwhfifl 
feres wees Muss'.. 

The lemdtwaa tiutifhe 
number Of ifefeengers ‘ 
laying and. 


. i? 2 tt in 1*01 fa&Bm last 
^eari '? -’ ' '• ••• 

> fiyafinfr chrimit s£bou £37 - 
pdf raflt df4h« traffic Cm the 
Touts, just ahead of Aer 
fiiig bs. • ; . ' 

to . 

tonatfiSerflfc* jh -«: • ■’,? 

country otberSan itd own; ■ 


y ii i. .I tk - 

fflmnmttt J 5 iiropo« it • 

UlTrasSCTViees fiwnn Buhliri 
toPMfetoidllfflfeaUand 
AttfeLooitai to stbdfeohn 
and odoi U ls ta Dring t o . 
airports in eight Rtirotwiui 
coralries about further 
routes, 

HyittHTp Wtufm WU 

public this year, now flies • 
only one type of aircraft - 
the Boeing 737-200. 

■ By next year Ryimalr win 
have 20 aircraft Flying 
only one aht ra ft type cuts 


ATiuUir opea^BM irom 

s««»(Ud7 airports.- In 
LoSiBoil, it uses Stansted 
Ad Lutoo^TUttter titan 
GatWickorHealllrew.lt 
fflss to smaller ai rport s in 
eoUtinshtal Europe, too: 
Beauvais in Paris and 
flhlffltttiUn Brussels. 

m.&Umry fey* feat at 
scomiftary airports aircraft 
spend Isis tone drcllbg 
before landing - Passe ngen 
dm get off tin? ai rc ra ft 
mote quickly. Ryanair 
prefers using stairs to air. 
bridges. Manoe u v ring air 
bridges into place can be 
MfBfiottt, anil Ryanair does 

Mot want its ai r c r aft on the 

• •' g W un d'aferiai l^g than 
necessary. 

. MT CPLeaty if const an t l y 
Searching for wdys of 
cutting costs. Be told travel 
agents that be was no 
longer prepared to pay* 
•‘par oegt comatissfam * 
Ryanatr would pay 7% par 
cent Lunn Roly, fee DK*s 
biggest travel agents* 
chain, responded by 
boycotting Ryanair’s 

fflght*. 

Mr O’Leary shrugs tnw 
off. Ryanair expects to 
carry 4m passengers this 
year, co mpa red wife 
*60,000 in lrtL 

■ Michael Skapinker 
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Building for efficiency 

Marian Edmunds reports on the efforts being made by Asian 
cities to make new airports a pleasant experience for travellers 


At the karaoke lounge at 
Singapore’s Chang! airport, 
business travellers can sing 
along w ith their daughter*' 
favourit e Spice Giris record 
if they want to. But it 
appears that what they 
waht, what they really, 
really want from any airport 
Is not karaoke but the 

smoothest and faatoit jour- 
ney possible to, and from, 
the city centre. 

Airports, in most erf Asia’s 
leading business centres are 
trying to make procedures 
more efficient, with easy 
access to city transport not 
just for business travellers 
but for everyone. 
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With this in mind, the 
most useful facility far pas- 
sengers using New Tokyo 
international a irp o rt at Nap* 
ha is ths Tokyo City Air Ter- 
minal above the Sultengn- 
mae underground railway 
station, some 60km away In 
central Ttokyo. There, travel- 
lers can check-in with most 
alrUnes (although it’s best to 
make sure In advance that 
your carrier is Included) pay 
the airport tax and pass 
through immig ra t ion formal- 
ities before even boarding 
the bus fur the airport. 

When Hong Kong’s new 
Chek Lap Kok opens next 
year It is not so much what 
the airport will have but 
what it Will not have which 
should Tnalra it user friendly, 
Bay its managers. 

Arriving passengers will 
be able to go from aircraft 
through immigration and 
hffflnflw collection to Kow- 
loon or Central by mass 
transit train without having 
to use a staircase or escala- 
tor. 

Departing travellers will 
be able to check out of their 
Central hotel, c hock- in their 
luggage at the new Hong 
Kong ai rpo rt station built on 
reclaimed harbourside land 
next to Exchange Square, 
and then attend meetings 
before returnin g to the sta- 
tion and on to an evening 
flight, The train, equipped 
with aircraft-style seats and 
television screens, will take 
just 23 minutes to reach the 
Airp or t from Central and 18 
minutes from the new Kow- 
loon station next to Ocsen 
Terminal. 

Alternatively, travellers 
vfeo do not wish to check-in 


at the station will be able to 
sit in compartments of the 
train colour-coded tor vari- 
ous carriers so that they can 
arrive in the section of the 
t-gfcm long terminal that 
they need. 

At Singapore's Changl. 
too. business travellers need 
never leave the airport At 
an airport where an atten- 
dant can be seen on his 
hands and knees mowing a 
millim etre of shag from the 
carpet with a barber’s trim- 
mer to remove a stubborn 
stain, employees are 
exhorted to greet, smile, 
thank Business centres offer 
secretarial assistance, typ- 
ing, word processing and 
translation facilities, as wen 
as courier services. 

Changi, which is fre- 
quently voted the world’s 
best airport by travellers, 
last year started offering 24- 
hour in terne t services which 
allow passengers to send, 
retrieve and print their 
email, or simply to "surf the 
net". 

Far those with more time 
an their hands, there are a 
ww lmming pool, Jacuzzi and 
children’s ferjUMaa. 

Japan's Narita and Wanaal 
airports also offer good facil- 
ities far children, including 
playrooms - and for the 
stressed business traveller 
that can mam a Htfla more 
peace in the lounge. 

The focus at Narita has 
long been on cre ature com- 
forts, with most of the best 
facilities concentrated In the 
newer Terminal 2 which is 
dominated by JAL. The 
departures area offers a 
"refresh room" with showers 
(Y600 per hour) and sleeping 


cubicles (Y2JJ00 per hour for 
a single, or Y3.000 for a 
twin). There is also an audio/ 
video room with a comfort- 
able chair (Y400 for two 
hours). Special waiting 
rooms are also available In 
Terminal Two where friends 
and colleagues can relax 
together or hold meetings 
away from the bustle of the 
airport for Y7.000 to YB1.000 
for two hours depending on 
the size of the room. 

Narita has a web site: 
http:flwww.narita-airport or 
jplairporte I service fin- 
dexsn>e.html 

Kansai, the three-year-old 
airport built on an artificial 
island, offers a conference 
room and business centre, 
with translation facilities as 
well as the usual access to 
faxes, photocopiers and com- 
puters. In a “refresh room" 
travellers ram have a shows* 
and play computer games or 
collapse into a massage 
chair for an automated back 
rub. 

Aiming to trump them all 
is Malaysia’s new airport at 
Kuala Lumpur. Scheduled to 
open in the first quarts* of 
next year, the airport- Is 
designed to attract even 
those people who have no 
intention of travelling. It is 
to have a cinema and virtual 
reality centre, rooms for tele- 
conferencing, using the 
internet and meeting clients, 
as well as 80 day rooms 
where passengers may sleep 
or plug in their laptop com- 
puters. 

9 Bethan Button in Tokyo 
and James Kynge in Kual a 
Lumpur contributed to this 
article 


Self-book technology 
has plenty of doubters 

Internet security is cited as one of the leading 
concerns of travellers, writes Beverley Fearis 


Although business travel 
agents and travel suppliers 
have made significant 
Investments in self-booking 
technology over the last few 
years, there remains a high 
degree of scepticism among 
corpor ate clients. 

Even in the US, which 1 b 
traditionally ahead of 
Europe in both the develop- 
ment and use of technology, 
the majority of business 
travellers are still reluctant 
to book travel using e-mail 
ca* tile Internet on their own 
PCS. 

Research by Rosenbluth 
International shows that 
only 16 per cent ' of US busi- 
ness travellers believe the 

internet will play a leading 
role in arranging travel for 
their companies. 

Of more 500 people ques- 
tioned, 77 per cent said the 
internet would not play a 
significant role and 8 per 
cent frit it would have no 
influence at aQ. Security on 
the internet was dted as the 
main concern far 65 per cent 
of business travellers, while 
20 per emit were worried 
about timnUnaBH and 6 par 
cant abotit reliability. 

Results of an American 
Express survey indicate that 
self-booking technology is 
unlikely to take off in any 
significant way In Europe 
Until 1999. 

A survey of more than 100 
European travel managers 
found feat only 12 per cent 
wanted to use self-booking 
technology now, bat more 
than half said they would 
like to use it In the next two 
years. 

A quarter mM the main 
benefit o f self-booking was 
Impr ov ed travel policy com- 
pliance, 22 per cent identi- 


fied cost savings, and 19 per 
cent said were attracted by 
more comprehensive infor- 
mation for travellers. 

American Express plans to 
launch its Internet booking 
system, AXL in the UK by 
mid-1998. It was Introduced 
in the US last summer, and 
the company claims that, 
even before the launch, the 
product had brought in new 
business contracts worth 
more than fisOm. 

Alex Dalgleish the agen- 
cy’s London-based director 
of interactive travel, says 
hundreds of American 
Express’s European corpo- 
rate clients have expressed 
interest in taking on the sys- 
tem. 

He says there Is particu- 
larly strong interest from 
the financial, pharmaceuti- 
cal, rhflwrirai awl technology 
industries, and from compa- 
nies of all sizes. 

He dismisses concerns feat 
internet communication is 
insufficiently secure. “There 
shouldn’t be any security 
concerns with corporates 
who are using intranet or 
extranet," he says. "It is cer- 
tainly more secure than tele- 
phone communication.” 

HlDgate Travel, the Lon- 
don-based independent busi- 
ness travel agency, claims to 
be a leader in the develop- 
ment of seif-booking technol- 
ogy. It installed an auto- 
mated e-mail booking system 
in one of its big clients in 
April lB96.The company's 
employees can key in their 
required destination and 
arrival time and are pres- 
ented wife a list of options, 
which adhere to the corpo- 
rate travel policy. 

The booking goes into Hill- 
gate’s central reservations 


system and is confirmed 
within a few minutes. 

The agency is in the final 
stages of developing an 
internet-based system which 
is designed to give immedi- 
ate confirmation and is 
easier and cheaper to set up 
wife clients. 

But not all companies are 
convinced that self-booking 
is desirable. 

Andrew Solum, travel 
manager far Inmarsat, said: 
"The systems have their use, 
but they need to be faster, 
more user friendly and more 
company friendly.” He said 
self-booking would make it 
difficult for companies to 
keep track of where their 
employees were if they had 
fee freedom to change their 
arrangements through a lap- 
top computer while travel- 
ling. 

Furthermore, he fears 
there Is no way of checking 
that employees are choosing 
fee best deal or are aware of 
factors such as cancellation 
charges, visa requirements 
and so on. 

Even some agents who are 
developing fee systems are 
dubious about fee impact of 
self-booking technology. 

Keith Haynes, sales and 
marketing director at P&O 
Travel, said: "Travel manag- 
ers need to be convinced 
that their employees won’t 
be able to break the corpo- 
rate travel policy." And John 
Melchior, managing director 
of international operations 
at Woodside Travel Trust, 
says: "A lot of money is 
going into it, but there 
doesn't seen to be a big rush 
of enthusiasm from the cli- 
ents at the moment. 1 think 
they feel 'Why should I do 
the job of an agent?'” 
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SOUTH KOREA 


Bv John B'J-'t'v'O 


To some the ‘‘whore of Asia", to others the 
“Pearl of the Orient**, SHANGHAI is 
China's most precocious city. By Chinese 
s tandar ds it is a young town, but its 
150-year history has been remarkably 
colourful. Today, it Is emerging Cram the 
shadows of the planned economy at a 
breathless speed. Skyscrapers arew rising, 
stock markets are growing, and there’s a 
horde of consumers. Be prepared for the 
r ain, for traffic jams, for a lot of people. 
And be prepared to be surprised. 


Most visitors to China require a visa. Those 
on short -stay tourist trips should apply as 
least one week - preferably two - in 
advance to their local China embassy. 
Business visitors on longer visits can 
also have their application processed 
at a local embassy, but may need to contact 
their corporate hosts in China well in 
advance so necessary arrangements can be 
made there. 

Airlines 

Until the new airport at Pudong is 
completed international visitors have to use 


Hongqiao airport There are few direcL 
flights from Europe or the US. but 
Lufthansa and United serve the city. Most 
people arrive from Hoag Kong, and both 
Dragon Air and China Eastern services are 
more than adequate. 

Local transport 

There are shuttle buses between the city 
centre and the airport But if you are new in 
town, take a taxi - it should take little over 
half an hour. Asking for a receipt helps to 
avoid being overcharged. Don't hesitate to 
ask for directions as many people speak a 
little English. 

Hotels 

The top hotels in the city include the 
Portman Shangri-la (soon to become the 
Ritz Carlton), Garden HoteL Jingan. the 
Hilton, the JC Mandarin and the Westin. 

The Peace Hotel on the Bund offers a taste 
of old Shanghai. 

Eating out 

The two best-known streets for Shanghai 
residents who dine out -Huanghe Road and 


Zhapu Road - are packed with hundreds of 
private restaurants. But if you are worried 
about being baffled by the menu there are 
restaurants which cater for foreign visitors. 
Apart from The Peace Hotel and the Old 
Jingjiang Hotel, there's the excellent 
Meilongzhen restaurant f Nanjing Road) and 
1221 ( Van an Road). 

BEIJING - the northern capital- is crisp 
and clear in autumn, freezing in winter and 
scorching in summer. Beijing is the 
inevitable destination for most visitors to 
China - it is the home of tbe Chinese 
leadership and has the greatest 
concentration of ancient sites and cultural 
relics. 


Airlines 

Do not expect a comfortable arrival at 
Beijing Capital international airport, which 
is overcrowded and poorly managed. Most 
international airlines serve the city, 
although few offer daily services. 

Local transport 

Most big hotels operate a shuttle bus service 
to the airport. A taxi between airport and 


By Beths 1 * H'jttcn 


Business cards are essential, and you always need more 
than yon think. Remember to treat other people's cards 
with respect: receive them with two hands, study them 
carefully, and do not write on them or staff them in your 
back pocket Meetings before 9am are rare, bat be prepared 
to lunch early. Evening dinner and drinking sessions are 
almost obligatory, and the wise traveller will have 
rehearsed an Elvis or Beatles song for the inevitable 
karaoke session. Tbe use of credit cards is expanding, bnt 
many sbops and restaurants are still cash-only. Credit card 
withdrawals are possible from some ATMs. 

Visas 

Europeans, North Americans and citizens of most OECD 
countries making short visits to Japan will be given a 
90-day visa on arrival. Nationals of most other Aslan 
countries and Australians (but not New Zealanders) should 
apply in advance at a Japanese embassy or consulate. 

Airlines 

Japan is served by most international airlines flying into 
either Narita airport, near Tokyo, or Kansai international 
airport, near Osaka. Haneda airport, much closer to the 
centre of Tokyo, is for domestic services only apart from 
some China Airlines flights to Taiwan. 

Local transport 

Japanese taxis are expensive, but safe. Tips are not 
expected or accepted; the doors are opened and closed 
automatically for you, so do not annoy the driver by 
attempting to do it yourself; the unfathomable Japanese 
address Systran and the drivers' lack of English make it 
advisable to show the driver a sketch map of your 
destination (even the Japanese do this). 

Tokyo: From Narita airport, take a limousine bus or the 
Narita Express train, which cost around Y3.000. Taking a 
taxi to central Tokyo is a mistake you make only once, at 
around Y20.000. 

The city’s underground rail system is famously efficient, 
and still expanding. The biggest difficulty for visitors is 
working out what fare to pay. A new way around this, if 
you are planning to use the system more than two or three 
times, is to buy a prepaid SF Metro card (available from 
vending machines in various values). 

OsakmFrom Kansai international airport, a limousine bus 
or express train to central Osaka will cost less than Y 1,500. 
Osaka's public transport system is smaller than Tokyo's but 
otherwise similar, with an overground loop railway and a 
network of subway lines. 

Hotels 

Japan is oversupplied with luxury, international-class 
hotels. Rates are high, but in the current climate you do not 
always have to accept the first astronomical rate you are 
offered. 

In Tokyo, the veteran Imperial and Palace hotels are 
convenient for the core financial and business districts, but 
are now distinctly dated. If your priority is up-to-date 
facilities, try the Westin Hotel in Ebisu, on the edge of the 
Ebisu Garden Place complex, or the Park Hyatt in the 
high-rise district of Shinjuku. The Royal Park Hotel is 
handy for the financial district Other popular hotels are 
the Akasaka Prince. New Otani, ANA Hotel and Capitol 
Tokyu. 

Tbe newest addition to Osaka’s crowded hotel market is 
the luxury Ritz-Carlton. Many other big international 
names are also represented, including the Hilton. Hyatt 
Regency and Westin. 

Eating out 

Hotel restaurants can provide a reliable introduction to 
Japanese cuisine, and are always an acceptable location for 
business lunches and dinners, but they are Invariably 
overpriced. 

In Tokyo, the Ginza, Akasaka and Shinjuku areas of 
Tokyo are packed with restaurants, but they can be 
off-putting to foreign visitors, with menus and prices in 
Japanese only. More foreigner-friendly dining can be found 
in the nightlife district of RoppangL For an up to date list of 
popular places to eat In the capital, pick up a copy of the 
Tokyo Classified, a free weekly magazine in English. 

In Osaka, the bustling shopping and restaurant area of 
Min ami Osaka, near Namba station, is an obvious place to 
look for lunch or dinner. Kansai Time Out, a monthly 
English-language publication, has useful restaurant reviews 
and listings. 
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city centre should not cost much more than 
$10 for a 40-minuh? ride. Taxi drivers are 
rarely tipped. Other forms of transport 
include the underground railway and, of 
course, bicycles. 

Hotels 

Beijing has the largest number ofluxury 
hotels in China, but prices are rising fast. 
The Palace Hotel, for example, charges $300 
pins 15 per cent tax per night. Other good 
hotels include The Peace, Holiday Inn 
Crown Plaza, Beijing (all in the centre 
centre) and the Beijing Hilton. Friendship, 
and Beijing Lufthansa Centre 

Eating out 

Visit Beijing and. of course, you eat Beijing 
duck. The most famous place for duck is 
Qianmen Quanjude Roast Duck (32 
Qianmen Dajie). which started roasting the 
birds back in 1864. The other prominent 
Beijing duck restaurant is Bianyifang (2 
Chongwenmenwai Dajie. Bnt duck is by no 
means the only meal in town: there's also a 
selection of Sichuan . Hunan and Shanghai 
cooking as wen as Mongolian, Russian, 
Indian and western dishes. 
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Seoul may be a sprawling concrete jungle nestled among 
looming mountains, but the main business areas are 
generally compact. Most corporate and bank headquarters 

are located within a mik of the city hall in central Seoul, 
while the brokerage houses and stock exchange are located 
on Yaido island in middle of the Han river. 

Visas 

Most western nationals are automatically given a 
three-month tourist visa on arrival, although a business 
visa is recommended prior to entry if the visitor will be 
part icipatin g in “remunerative activities'*. Citizens from 
China, India and Russia must obtain visas before entering 
South Korea. Visa extensions can be obtained from the 
immigration office, although tourist visas are generally not 
extended. 

Airlines 

Seoul’s Kimpo airport is served by 36 international airlines. 
The nation's two airlines, Korean Air and Asiana. offer 
frequent and cheap (840 or less for a one-way flight 
depending on destination) from Seoul to 11 provincial cities. 

Local transport 

A cheap ($*L50) and comfortable transport from Kimpo 
airport to Seoul’s main hotels is the airport bus operated by 
Korean Air. It departs outside the arrival terminals and . 
travels on four routes. The black de luxe taxis (mobem) 
provide an expensive (820 to $30) alternative, although they 
are much preferable to regular taxis whose drivers are 
notorious for their surliness. Seoul’s clean and efficient 
underground railway often be quicker than travelling 
by car given the city’s chaotic traffic, although it can be 
very crowded during rush hours. 

Hotels 

The four best hotels in central Seoul are the Hyatt (8165 a 
night), shills ($250). Hilton (8230) and Westin Chosun (8230), 
with the latter having the most convenient location. There 
are several excellent hotels in the newer districts south of 
the river, including the Inter-Continental ($190) and 
Ritz-Carlton ($200). 

Eating out 

For a city of nearly llm people, Seoul has a surprising 
dearth of international restaurants outside of the main 
hotels. So be prepared to pay high hotel prices for generally 
mediocre western food or else venture into the numerous 
Korean restaurants that serve beef dishes (bulgogi is a 
favourite) accompanied by rice and spicy vegetables 
(irimehiy Hie Seasons at the Hilton and the Paris Grill at 
tbe Hyatt are regarded as tbe best western restaurants in 
Seoul 1 
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TAIWAN 


By La.ii— : Tyson 


Taipei traffic appears chaotic to the uninitiated but it has 
improved in recent years as a result of tougher 
enforcement of parking regulations and the appearance of 
brigades of traffic police during rash hours. However, be 
prepared for swarms of noisy scooters and some smog. Bnt 
none of this should discourage one from venturing out of 
the capital for a day or two in the island’s lovely 

TnnT T ntainR- 

Visas 

Citizens of most industrialised countries can now obtain a 
24-day visitor’s permit upon arrival at the airport. However, 
be certain to check before travelling that your country is 
not one of the exceptions or you may have to spend a night 
in the airport cells before being deported. This permit is not 
renewable. For longer stays, and nationals of some 
countries, 60-day visitor visas - often multiple-entry - can 
be obtained through Taiwan’s representative offices and 
embassies abroad. Expatriate residents with legal 
employment can obtain resident visas. 

Airlines 

Taipei is the capital and business centre of Taiwan. Chiang 
Kai-shek international airport is served by China Airlines 
and Eva, the country's two international carriers, as well as 
numerous foreign carriers. Domestically, there are many 
flights daily to Kaohriung, the southern industrial port city 
that is second after Taipei In size, and many other cities as 
well as outlying islands. Domestic flights are cheap. 

Local transport 

A taxi ride from the airport into Taipei costs around US$40; 
the airport buses are a better (and arguably safer) bet at 
US$4 or US$5 if you don’t have too much luggage. They stop 
at most big hotels. As a rule, however, taxis are a cheap, 

- convenient and reliable means of transport The vast 
majority of drivers are honest so there is no need to haggle 
over m etered feres. The drawback is that their English is 

extrranely limited, so if you don’t speak Chinese be sure to 

have all addresses written in-Chinese characters. 

Hotels 

There are a handful of international hotels in Taipei; the 
most popular among business travellers are the Sherwood 
and the Grand Hyatt, which is convenient to the convention 
centre where moat trade fairs are held. For traditional 
Chinese decor, try the Grand HoteL Prices for five-star 
holds range between US$150 and US$250 per night. 

Mid-range hotels are also plentiful. 

Eating out 

One of Taipei’s great redeeming features is its variety of 
restaurants. All the Chinese regional cuisines pan be found 
- and, according to many connoisseurs, the food is better 
than in C hin a. Try Shou-lan Gourmet (opposite the 
Sherwood Hotel) for S h a n g h ai cuisine; Shen Chi (T13 6215) 
for Sichuan; Ren-chien (737 4737) for a mixture of different i 
styles of Chines e food in a modem atmosphere. I 





Fly First Glass 
from £2,400 and 
Business Class 
from £1,550 
including 
UK transfer 



Free connections 
available from 
Glasgow, 
Edinburgh, 
Belfast, Teesside, 
Leeds/Bradford 
and Manchester 



New First and Business 
Class with access 
to the Red Carpet Club 
at Heathrow 

$i 

New international menu 
and on-board bar service 

• 

Far reservations 
and special feres Co the 
Middle East see 
your travel agent or 
k call 0171 370 6600 


ONLY ONE AIRLINE FLtES FROM HEATHROW NON-STOP DAtLY TO DOHA. AND BEYOND. The New QATAR AIRWAYS 
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Getting around: eastern Asia 


If your business trip spans a weekend you might have the opportunity to explore some of 
the pleasures of your host country. FT correspondents offer some suggestions 

And so to rest, in Mao’s old bed 

James Harding recommends a 
day or two in a quiet hideaway 
amid sumptuous surroundings 


China offers the foreign 
visitor an unequalled realm 
of delights - 5,000 years of 
history and culture, a colour- 
ful variety of ethnic tradi- 
tions and vistas stretching 
from the Himalayan moun- 
tains of Tibet to the Mongo- 
lian deserts to the tropical 
beaches of Hainan. But it 
can also give you a 'head- 
ache. 

As the skyscrapers sprout 
across urban China, the pile- 
drivers pound. A rising class 
of young professionals 
brings with it the shrill ring 
of the mobile phone. And a 
burgeoning economy mwimi 
more cars clogging streets 
with drivers who learn bow 
to honk first and brake later. 
Whether you visit China on 
business and find yourself 
wrangling over a joint ven- 
ture agreement or as a tour- 
ist stumbling into an equally 
convoluted negotiation to 
buy a train ticket, modem 
China can be wearying. 

One way to get away from 
it an is to bead for a Chair- 
man Mao hideaway. 

In the 1950s and 1960s, pro- 
vincial governments all 
across China built or con- 
verted grand buildings in the 
sumptuous style that is com- 
munist chic to host the 
Great Helmsman. 

The honour associated 
with a visit from Mao 
Zedong was such that local 
authorities would go to 
extraordinary lengths to 
offer the finest environment 
In which China's - leader’ 
could shake free the cares in- 
state - building private 
swimming pools, ornate clas- 
sical gardens and private 
cinemas despite the prevail- , 
ing social and economic 
chaos caused by the Great 
Leap Forward and later tlje, . 
Cultural - Revolution.’'' 

For a generation, the. 
retreats of the Communist 
party’s elite were secluded, 
sealed-off places. But in 
recent years, in line with the 
transition from central plan- 


ning to a free market, more 
and more of Mao's old man- 
sions have been turned into 
hotels. 

At this special stage of 
economic development, after 
the -state has opened up the. 
houses to paying guests but 
before foreign hoteliers have 
been allowed in to “upgrade” 
operations, visitors are 
offered a pretty authentic 
taste of Maostyle rest and 
relaxation. It is stiH possible 
to sleep in the bedroom of an 
esteemed old cadre - and, in 
soma places, even in the old 
bed of the Chairman himself. 

. There are plenty of such, 
peaceful retreats in and 
around Shanghai. The Sng- 
guo Guest House, for exazn- 
ple, was once the residence 
of the Swire's chief in Shang- 
hai and then requisitioned 
lor Mao and the party after 
1949. As a result, it is a curi- 
ous mixture of tum-of-the- 
century English architecture 
- the kind of house and gar- 
den most naturally at home 
in, say. rural southern 
England - and communist 
furnishings. 

Mao’s musty old bedroom, 
complete with maroon 
leather armchairs and som- 
bre overhead lighting, occu- 
pies one comer of the house, 
looking out over more than 
an acre of gardens in the 
middle of downtown Shang- 
hai. On the other side of the 
house is the room used by 
Jiang Qing. Mao's dreadful 
and dangerous wife. If 
shrewdly negotiated, a night 
in the grandiose. Map suite 
can cost less 'that $150. 

A quick and easy destina- 
tion for someone , in Shang-. 
hai ‘seeking a weekend of 
serenity is the West Lake 
State Guest House in Hang- 

I IK /'f.-. |.*«S I'll ■ •* 1**1 

There are, of coarse, other 
places to stay In Hangzhou. 
The Shangri-La group has 
taken over the expansive 
Hangzhou Hotel on the lake- 
side, offering modem ameni- 
ties with a view across the 







An ideal relaxing spot for His Shanghai traveller is the West Lake State Guest House &i Hangzhou 


water of the pagodas and 
imperial architecture of a 
city that was once the capi- 
tal of southern Song 
Dynasty China. And wher- 
ever you stay, Hangzhou 
warrants a visit as It offers 
an easily accessible glimpse 
of picturesque, classical 
China. But be warned: this 
place is easily accessible not 
only to you but Tnfninng of 
other foreign and local tour- 
ists each year; the Temple of 
Inspired Seclusion typically 
swarms with visitors, ped- 
dlars and toar group leaders 
directing their troops with 
squawking lorud-haiters. 

For truly inspired seclu- 
sion. go to the West Lake 
State Guest House. The 
hotel, which was sealed off 
as an official government 
residence until only a few 


years ago, is not well known. 
It is not a standard hotel, 
but a collection of villas set 
in beautifully-kept gardens. 
The pathways meander 
between the large, low 
dachas and the br imming 
flowerbeds, the carp ponds, 
classical bridges, covered 
walkways, occasional pago- 
das and neatly-trimmed 
lawns. 

And the place is all but 
empty. One of the reasons 
may be that the reception at . 
the front gate remains posi- 
tively hostile - soldiers of 
the- People’s* Liberation 
Army serve as guest bouse 
security> and those trying to 
enter the grounds are given 
a military grilling. It is as if 
the guards stubbornly refuse 
to understand China's tran- 
sition to the free market. 


and seem to cling nostalgi- 
cally to the idea that what is 
now a hotel remains a com- 
pound for party cadres. 

The West Lake State Guest 
House is state-run and, 
therefore, a hotel with “Chi- 
nese characteristics”. Ser- 
vice may not meet the stan- 
dards of a foreign hotelier, 
but the seasoned traveller in 
China will appreciate the 
special quality of assistance 
in the country. This means 

nothing may be immediately 

available, but everything is 
ultimately possible. 

The shores of the West 
Lake bo Hangzhou are not 
the only retreat; there are 
plenty of others. If you ever 
find yourself in Qingdao on 
the eastern seaboard, for 
example, head for the Qing- 
dao State Guest House, the 
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remarkably lavish residence 
of the former German gover- 
nor of the city, later graced 
by Chairman Mao and other 
state leaders. The building is 
a replica of a German palace 
and, according to today's 
hotel staff, the exorbitant 
cost of the ornately carved 
mansion cost the governor 
Us job. A night there now 
costs under $80. 

.AH over the country five- 
star hotels are crapping up, 
ready to cater for the swell- 
ing numbers of tourists and 
business travellers. But visi- 
tors to China may feel they 
have had enough of polished 
marble atriums, shiny brass 
boss and the smell of new 
carpets. In which case, ferret 
out an old Mao retreat and 
escape not out of China but 
deeper into it 
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South Korea Is not Just sprawling cftie*. There are sMI soma wSagos producing pottery and ceramics Just as they have for hundreds of years 

Historical sites and history in the making 

John Burton visits some of Seoul palaces and the world’s last cold war frontier at Panmunjom 


Seoul, a sprawling metropolis of 
nearly inn people, is a dty that 
lacks architectural charm, 
although its physical setting is 
impressive amid the mountains 
that surround the city. 

Founded 600 years ago, much of 
the South Korean capital was 
destroyed during the 1950-53 
Korean war, which accounts for Its 
rather austere modem style of 
skyscrapers and monumental 
government buildings that would 
not look out of place in 
Mussolini's Italy. . . 

Seoul is not an . easy cHytb - 


traffic conditions, and its 
attractions are not readily > - 
apparent Nonetheless, ttufre fe 
enough to occupy the btetaest 
visitor for a weekend. 

those who are interested in 
Korean culture or history should _ 
visit the oomplex of three royal . * 
palaces that are in tiie rity. centre. 
gyrniffinkktmgThriace was the ' 


seat of power far the Cbosan 
- - Dynasty that ruled Korea between 
1394 and 1905. It Is now being 
restored to its late 19th 
century splendour. In the grounds 
is the National Folklore Museum, 
which gives ah entert ainin g 
insight into traditional Korean 
society. 

Nearby Changdokkung Palace is 
the site far the beautiful Secret 
Garden, whose access is limited to 
tour that are scheduled 
hourly .and are conducted in 
English several times a day. Next 
■ door are .the extensive grounds of 

the paririSkfr Changg y ong u ng 
Palace and its Chonjanyo annex.. 

. Seoul lire only 30 mffa from the 
heft vfly-mttHarised border with 
communist North Korea. . An 
OH»ortaiJi±yfocatcfaaj^hnpseof 
the world’s last cold war frontier 
is available by taking a tour to the 
.truce village ofPammmjom. Don’t 
" expect to see an Asian version of 
the Berlin WalL Instead, 


Panmunjom is rather a placid area 
consisting of Quonset hats that 
straddles the border, with soldiers 
from the two sides glaring at each 
other. Tours to Panmanjom, which 
is a halfday trip, can easily be 
arranged through the main hotels 
at a day's notice at a cost of 
around $50. 

Those with a more athletic bait 
am fry inkfag through the 
mountains that surround Seoul, 
which is a popular weekend 
activity for many of the city’s 
residents, pukha^san, just north 
or the city, con tains extensive 
trails which can easily create the 
ffhudon that one is miles from any 

populated centre. Another 

favourite hiking area is the 
mountain range just behind Seoul 
Grand Park, a big amusement 
. ground in the southern half of the 
city. This Ss.easily accessible by 

underground transport. 

Seool has the re p utation of 
being a shopper’s paradise. 


although prices are no longer 
quite the bargains they mice were. 
The city centre has two huge 
wholesale market areas, 
Tongdaemxm and Nam daemon, 

which are each a warren of more 
thaw a thousand shops specialising 
In selling clothes, furniture, sports 
equipment and anything else for 
that matter at bargain rates. The 
Insa-dong area, also in central 
Seoul, caters to the sale of arts and 
antiques. Itaewon has long been a 
favourite shopping destination for 
foreign tourists because most store 
owners speak English, but its 
prices are above those of 
Tongdaemnn and Namdaemusu 
Itaewon has also been the centre 
of nightlife for the city's 
expatriates, although the 
atmosphere is a bit sleazy, but 
safe. Seoul had a reputation for a 
boisterous nightlife until 1990. 
when the g o v er n m ent imposed a 
midnight curfew on drinking 
establishments. The curfew has 


recently been lifted for Itaewon in 
an effort to boost tourism. It is a 
pity that this policy has not been 
been extended to the hip and 
vibrant Taebongno and Hongik 
university districts (the scene of 
the best underground clubs) or the 
glitzy Apkujang-dong area, where 
the city’s nouveau riche prefer to 
play. 

Given that South Korea is about 
the same size as Portugal, a quick 
trip out of town is feasible. But 
motorways are clogged at the 
weekend, while airlines and trains 
are heavily booked. 

Cheja Island, an hour's flight 
from Seoul, is considered the best 
resort area in the country. Cheju 
remains relatively unspoiled, 
although this may not last long as 

property developers begin malting 

their influence felt The Cheju 
SWfla ($200 a night) at Sogwlpio is 
perhaps the finest hotel in the 
country and a pleasant place to 
spend a relaxing weekend. 
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Getting around 



Travellers tales 

Discipline is the answer 
when the going is tough 

Gillian Upton talks with Dick Brown, a chief executive who has 
a plan for dealing with the rigours of regular long-distance treks 
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This exact reproduction of the KmkakuJI Temple was completed in 1955 after the original was destroyed by fire 

Follow in the philosopher’s 
steps to see the temples 


Bethan Hutton gives some hints for seeking 
out a taste of Japan’s grand past in Kyoto 


The parts of Japan normally 
seen by the business travel- 
ler do little to encourage a 
weekend stay. Postcards of 
temples, geishas and Japa- 
nese gardens are every- 
where. but the originals can 
be difficult to find. 

Tokyo and Osaka are not 
the places to look. What 
little of old Tokyo survived 
the 1923 earthquake and the 
saturation firebombing of 
the second world war was 
swept away in the drive for 
modernisation, while Osaka 
has always been more inter- 
ested in commerce than aes- 
thetics. 

The ancient capital of 
Kyoto was deliberately 
spared the bombing, and has 
preserved more of its history 
and atmosphere. This is not 
framed lately apparent when 
you step off the train at 
Kyoto station, however. Cen- 
tral, commercial Kyoto looks 
just like any other Japanese 
city. But dotted around the 
city, and particularly nes- 
tling at the foot of the hills 
surrounding Kyoto, are hun- 
dreds of temples, shrines and 
palaces which are Kyoto’s 
legacy from its grand past. 

Kyoto has also kept up 
many of the traditional 
crafts - ceramics, weaving, 
dyeing, papermaking - 
which make ideal presents. 

It is neither possible nor 
desirable to see all of Kyo- 
to's sights in a weekend, or 
even a week: temple fatigue 
would set in long before you 
ran out of time or temples. 
But a day or two is enough 


NEWS DIGEST 


to get a feeling for what 
more of Japan and its cul- 
ture used to be like. 

If time is limited, a pleas- 
ant route is along the Philos- 
opher's Walk on the eastern 
edge of Kyoto, named for one 
of Japan's few intemational- 
ly-lmown modern philoso- 
phers, Eitaro Nishida. He 
used to taki> tns daily walk 
along this path, which 
passes several temples, some 
old-fashioned tea houses. 

shops and restaurants, and 
for part of the time mean- 
ders alongside a stream 

The walk starts and fin- 
ishes at two famous temples: 
Ginkakuji and NanzenjL 
Ginkakuji - the Silver Pavil- 
ion, although plans to cover 
its roof in silver were never 
realised - has a spectacu- 
larly landscaped Zen garden, 
best known for its mounds of 
raked gravel, reminiscent of 
Mount Fuji Nanzenji is actu- 
ally a group of Zen temples 
and gardens dating back to 
the 16th century, and has 
several works of art classi- 
fied as national treasures. 

In the streets around Nan- 
zenji are a few restaurants 
specialising in tofu, the soya 
bean curd for which Kyoto is 
reknowned and which makes 
an ideal light lunch. In sum- 
mer it is eaten chilled, with 
soy sauce and grated ginger. 
In winter, you will find a 
bubbling pot of bot water on 
your table, from which you 
ladle out the tofu one chunk 
at a time, and season it to 
your own taste. 

After lunch, wander on 


from Nanzenji towards 
Heian Jingo, a Shinto shrine 
with a huge red gate. If it is 
raining, there are two art 
museums by the gate, or in 
fine weather, take a stroll 
around the garden to the left 
of the main shrine building. 

As the afternoon wears on, 
and if you are in the mood 
for more Buddhist architec- 
ture and gardens, turn back 
towards the eastern bills and 
you will find that the string 
of temples continues south- 
wards to Kiyomizudera, 
another of Kyoto's most 
famous temples . 

By early evening, a good 
place to be is nearby Gion, 
the old entertainment dis- 
trict If you are lucky, you 
may spot a geisha in full 
kimono being transported to 
her evening’s assignment in 
one of the local restaurants. 
If not. this Is the best place 
to find something to eat 
yourself. 

Kyoto Is the home of 
Kaiseki cuisine, the ultimate 
expression of Japanese aes- 
thetics in culinary form, 
originally intended to accom- 
pany the tea ceremony. 

A Kaiseki meal can last 
for several hours as you 
are presented with tray after 
tray of tiny delicacies, 
beautifully -arranged on 
antique ceramics and 
lacquerware. Personal 
introductions are needed to 
the top Kaiseki restaurants, 
but versions quite stunning 
and expensive enough for 
most foreign visitors 
can be found at more 


accessible establishments. 

The final element , in the 
full Kyoto experience is an 
overnight stay in a ryokan, 
or Japanese-style inn. many 
of which can be found 
around Gion. You will sleep 
on a futon mat on the tata- 
ml -covered floor, and - at 
the better inns - will be 
served breakfast and dinner 
on lacquered trays in your 
room. You may also have a 
view into your own little 
rock garden, or find a sea- 
sonal flower or two perfectly 
arranged in front of a scroll 
in your room. 

One word of warning: do 
not try any of this around 
new year or “Golden Week”, 
the time in spring which 
includes several pnbllc holi- 
days. Most of Tokyo and 
Osaka will also be trying to 
leave the city at these times, 
leading to overcrowding on 
all trains and flights worse 
than the Tokyo rush hour. 
These are the best times to 
see. the sights of the big 
cities without battling 
through the crowds. 

Also, the Gion festival in 
July and the peak seasons 
for cherry blossom (early 
April) and autumn foliage 
(mid-November) attract 
thousands of Japanese tour- 
ists and amateur photogra- 
phers to Kyoto. If you must 
go then, book tram tickets 
and accommodation in 
advance, and forget about 
experiencing the tranquil 
serenity of Zen gardens 
unless you go completely off 
the beaten track. 

Kyoto is easily accessible 
by local trains from Osaka; 
from Tokyo, a bullet-train 
(shinkansen) will take you 
there in under three hours. 


Dick Brown, chief executive 
of the Cable & Wireless 
telecomm uni cations group, 
has embraced the world of 
commercial business travel 
with open arms. More at 
ease in private jets and 
hmousines trom his native 
US while travelling for 
various executive posts in 
the industry, he looks 
on flights and hotel stays 
now as simply a menne to an 
end. 

“7 don't miss the private 
planes at all,” he says. “A 
plane is a vehicle to get 
somewhere else; it’s like a 
car. I’m never in a hotel long 
enough to have a favourite; 1 
just go where I'm told.” 

Strict adherence to a 
travel policy is something 
relatively new to his 
company, and one of the 
changes brought about since 
Mr Brown's arrival at the 
company’s headquarters in 
London 18 months ago. 

C&W provides a range of 
international, domestic and 
mobile p nnuminlcatiprm to 
mfTh'rtnn of customers in 
more than 70 countries, so it 
follows that many of Mr 
Brown’s travels take him on 
long-haul flights of 12 hours 
and more. He tackles a 
gruelling schedule of 
travelling six days oat of 10 
and surviving on a 
maximum of five hours sleep 
a night. 

Mr Brown thinks nothing 
of nailing meetings at the 
crack of dawn on a 
Saturday. When he’s in the 
US he routinely gets up at 
3am to do business In 
England. “It’s tiring,” he 
admits. “You have to get 
mentally prepared for It It's 
punishing to yonr physical 
condition, ami if you lose 
your health from eating 
foods you're not sure of, yon 
are incapacitated. Travel 
must be disciplined." 

He admits to being slack 
in one area - inoculations. 
Finding the time to have the 
jabs is difficult, he says. Bat 
Mr Brown has a tried and 
trusted regime for keeping 
Jet-lag at bay. *Tm like an 
athlete in training," says Mr 
Brown. I always go to work 
when I get off the plane, and 
I never sleep during a flight. 
Before boarding I reset my 
watch to the time zone Fm 
travelling to. I eat very little, 
avoid alcohol and drink only 
water. My body clock is 
rarely fully adjusted, but 
this helps a great deal." 

Gregarious by nature, he 
nonetheless limits gmqii talk 













mmmm 




M- 




MMM 


,,v ' : : 


. m 




5 W f '’ v ^ 


Dick BTOwn: YRthout being rode 1 stay private dung a fBght* 






with neighbours once settled 
Into his aircraft seat 
"Without being rude I stay 
private during a flight” he 
says. “My world is meeting 
people, so a plane journey is 
a welcome time far me. The 
part about air travel I enjoy 
is some peace and quiet so T 
can read. I gave up watching 
movies long ago. I use it as 
an office." 

Preparing for a trip can 
sometimes he a chore for 
this globetrotter. For 
instance: “I have business 
cards in 17 languages and 
have to remember to pack 
the right mobile phone for 
the right country. 


Many men and women 
would complain about such 
a a lifestyle, but not the 
C&W chief. "Until feirly 
recently most of my travel 
had been within the US, ” he 
says, "but now it can be a 
remote part of Borneo, 
where we're laying cable, or 
Hong Kong or Tokyo. I’ve 
enjoyed them all 

"I like it when 1 get to 
cities where I know my way 
round and know lots of 
people, such as Hong Kong, 
Paris, Stockholm or Tokyo.” 

Knowing a tailor in Hong 
Kong helped Mr Brown 
when an airline lost his 
luggage. He had a suit made 


-Ptjto r.f.|U5 IMM 

up in two hours. There 
hasn't been a place 1 haven’t 
found something 
rewarding,” he adds "I really 
enjoy Hong Kong: Singapore. 
I like; and Jakarta. Moscow 
was interesting, and I want 
to get to Hanoi soon; we’ve 
just signed a deal tliere.” 

On a more serious note Mr 
Brown believes there is 
room for improvement for 
the business traveller in one 
area; baggage on aircraft. 

"So much is being carried 
and the overheads (baggage 
bins] are jammed tight. If 
the airlines could improve 
that, travelling would be 


By Roger E-o.y and lar MacDonald 


N Korea 

opens 

its airspace 

Ffigtits times between Asia and 
North America wffl be cut by 
around 30 minutes following a 
breakthrough which wfll a Dow 
I n tern a ti o nal airfines to operate 
through North Korean airspace. 
The door was unlocked by an 
agreement that a land Bne 
running across the demflltarised 
zone separating the country from 
South Korea should be used as a 
Rnk between air traffic 
controllers. 

Trial flights by Cathay Pacific, 
Delta Air Lines, Korean Air and 
Northwest Akfines are planned 
next spring. Meanwhile the north 

Is upgrading its control 
equipment Passengers are 
expected to start reaping the 
benefit s from late April. It wifi be 
the first time foreign carters 
have flown over the north since 
the Korean war in the 1950s. 

Improvements in 
Africa 

The risk of cofffsions over Africa, 
where radar barely exists, 
continues to cause concern 
among pilots. But improvements 
are imder way. The International 
Air Transport Association (lata) 
has embarked on a partnership 


project with the Angolan 
authorities to make their 
airspace safer. 

Radio communications 
between controfiers and aircraft 
have already been sharpened up. 
Better links have been 
established between controllers 
in the capital, Luanda, and those 
in neighbouring regions. The 
next step, says lata, is to 
upgrade navigation equipment at 
Luanda airport 

Seminars a highlight 
of London show 

Many of the leading names in the 
travel industry have comrrrited 
themselves to parti c ipat i ng in the 
three-day seminar programme 
supporting Business Travel 98, 
the UK exhibition dedicated to 
the corporate travel market 
being held in London between 
February 10 and 12. 

Made up of 24 sesions, the 
programme wiH include two new 
initiatives and wrifl focus on 
technology. 

The first new initiative is 
a Question Time session 
offering business travel 
managers, buyers and arrangers 

the oportunHy to put 
questions directly to some 
of the Industry's top managers. 
The second is a workshop nm 
by the Guild of British 
Travel Agents on “How 
should the agent be 
pakf?” 


Boom for London 
hotels 

London’s hoteliers may be 
forced to hold prices to cope 
with the s t ren gth of sterling, but 
an underlying shortage of 
capacity looks likely to keep 
pushing them up in the longer 
term. 

A recent report on the UK 
hotel industry from consultants 
Horwath UK shows why. Last 
year the capital hit a new 
occupancy record, with 83£ per 
cant of rooms fBted. That 
compared with 71.8 per cent for 
the UK as a whole. In the 
mid-price range, which covers 
most t hree - star properties, the 
average was 88 per cent. These 
figures would be less tfisqulettng 
if new hotels were popping upafi 
over town. But, as the report 
notes, they are not. 

New Heathrow guide 
takes flight 

Finding your way around London 
Heathrow airport can throw up a 
whole host of problems, even for 
the seasoned traveller. Joining 
the fist of publications intended ’ 
to ease the confused’s way is 
Gateway Heathrow, a j^ossy A5 
guide produced by Freeway 
Publications. 

The booklet claims to be the 
definitive guide to the airport ft 
is stfuued foil of general 
information along with a 


co mprehe n sive fisting of what 
the main airlines using Heathrow 
offer their business class 
passengers both kHSght and on 
the ground. 

The glide, which is being 
updated twice a year, is being 
offered at £4^5 on a credit card 
hotline - +44 (0)181 645 8230). 

Muscat prices 
rise sharply 

Hofei prices in Muscat rose by 
an average 24 per cent in US 
dofiar terms last year, increases ’ 
outstripped those in 16 other 


Middle Eastern and African cities 
surveyed by consultants Pannefi 
Kerr Forster. 

Although the average amotmt 
paid for a room there was 
oo ven B i highest, only three dttas 
in the region - Kuwait, 

Jerusalem and Tel Aviv - were 
significantly more expensive. 
Reflet could be at hand. The 
report says new properties are 
due to open these soon, 
toctudtog a 2B3-room Hyatt 
Regency and a 100-room Hoflday 
Inn Express, which should 
Increase compe t i ti on. 

The next steepest rises 
reported were In Abu Dhabi (up 
12JS per cent), Accra (up 11.4 per 
cent), and Amman (up 9.1 per ■ 
cent). 

Pour Seasons spreads 
south 

Toronto-based Four Seasons Is 
to manage a 212-room hotel bi 
the Venezuelan capital, Caracas. 
It wBI be the luxury chain’s first 
venture to South America. The 
hotel is expected to open late 
next year in the city's Aftanira 
dratricb ft promises indoor and 
outdoor pools, extensive . 
meetings and banquet space and 
a business centre. . 


Dubai developing 

Hotels are sprouting fike 
mu sh rooms on Dubai's 
beachfront. Three years ago 


there were fewer than 900 rooms 
on theGtdf coast. When all the 
current and planned projects 
have been completed, there wffl - 
be nearly 4000. 

Big developments under way . 
include a 550-room hotel 
opposite the Em ir ates Golf 
Club and the spectacular 
Jumetoah Beach Hotel - the new 
name for a project known 
originally as the Chicago Beach 
- whose 600-room first phase is 

all butready for its first guests. 

German flights on the 


Euro wings, the rapidly expanding 
German airfme, has doidiled 
its flights between Frankfurt 
and Baffin’s Tempeihof airport - 
to eight a day. ft has 
also stepped up code sharing 
services, operated to conjunction 
with KLM, and linking 
Amsterdam with cities including 
Hanover, Stuttgart and 
Nuremberg. Stuttgart ffigtits, for 
example, have been increased 
from three a day to six. 

Virgin applies for 
Las Vegas route 

Virgin Atlantic has applied to the 
UK CM! Aviation Authority for 
permission to start a non-stop 
service from London to Las 
Vegas. The CAA is expected to 
hold hearings on tte application 


nod month, if the service is 
approved flights could start earty 
next year. 

Under the Bermuda 2 trilateral 
air services agreement between 
the UK and ther US only one 
route remains to be allocated by 
the CAA. The choice is between 
Virgin's application and others 
which include British Airways 
request to play from London to 
Denver. 

New Newark-London 
non-stop 

American Airlines plans to start 
non-stop daily flights between 
London Heathrow and Newark, 
an alternative gateway to New 
York, on March 3. Westbound 
flights wifi depart at 1305, 
arriving 1630 local time. 
Eastbound services win leave at 
1850, arriving in London at 065a 
The airline wifl use either Airbus 
A300 s or Boeing 767s - both 
twin engined aircraft. 

Five-star in Amman 

A new five-star hotel wiH open to 
fiie Jordanian capital, Amman, 
midway through next year. The 
312-room Grand Hyatt wifi be 
linked by enclosed walkways to 
the World Trade Centre, which is 
scheduled to open at about the 

same time. The hotel wlU 

Incorporate a. 970 square metre 
ballroom, divisible into three 
separate function areas. 


“Time to fly the tiger 



LOT has 


:*s newest fleet and most frequent schedule to Poland - the ‘Tiger of LuropcL 


Enjoy the freedom 

24 Rich?* a week: HEATH ROW- 1 b GATWICK-5 MANCHESTER- j iihr F:u;h! Planning: h;tn://\vv,v,.i< ,5 .con; • London: Q!71 - 500 SO Yi Mm 01 61 - 489 S299 - 
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Plastic is widely used for making payments, but 
traveller's cheques survive, Roger Bray reports 


Thomas ■ Cook, or so the 
company believes, still holds 
money paid for traveller's 
cheques by passengers who 
went down with the Titanic 
in 1912. 

In fairness, it must be 
stressed that Cook's has not 
profited, all these years, 
from its customers’ icy "mis- 
fortune. After a decade, the 
company transfers all such, 
windfalls to a dormant 
account. But the fact that it 
earns interest until then 
helps to explain why the 
financial services industry is 
so keen, that this seemingly 
old-feshiomed way of organis- 
ing funds abroad should not 
disappear. 

It Is not the only reason 
why the traveller’s cheque 
looks likely to survive the 
spread of corporate credit 
cards and automatic cash 
machines (ATMs). Plastic is 
fine -until you are sent to 
some remote area where 
nobody recognises it, or to a 
country in the grip of 
double-digit inflation, where 
businesses refuse to accept 
it. Besides, research contin- 
ues to suggest that a many 
business travellers remain, 
relatively unsophisticated 
when it come to foreign cur- 
rency. 

A significant number, for 
example, still spend their 
own money on hotel bills 
and such HTca and are reim- 
bursed by their companies 
two weeks or more after sub- 
mitting their expenses nfaipi. 

A recent survey from. Visa 
found that a surprisingly 
large proportion takes trav- 
ellers cheques. Even in 
France, where the use of 
cards for everyday transac- 
tions - right down to the 
payment of autoroute tolls - 
is particularly high, it is 5 
per cent In Germany and 
Italy it is 8 per cent, in Spain 
9 per cent and in the UK 22 
per cent 

It will Dot stay that way. 
John Walsh, senior manager 
of Visa international's corpo- 
rate card operation, says use 
of corporate cards is increas- 
ing by about SO per cent, a 
year, mainly because it helps 
companies keep track of how 
their money is being spent 

"Corporate cards wore his- 
torically the domain of 
senior management They 
were a status symbol," 
according to the survey 
report. "Now companies are 
giving them out to more and 
more executives. They can- 
set credit limits for individ- 
ual employees or Mock cer- 


tain types of expenditure.” 

National Westminster 
BjtiIt offers this Triwri of 
back-up with its Visa Corpo- 
rate Card, for example. A 
salesman who makes only 
domestic trips might be 
restricted to buying petrol, 
certain hotel rooms and 
( w t w iii ining nH»p ts Compa- 
nies have constant access to 
information about their 
employees' travel expendi- 
ture. 

Chris Sharp, head of cor- 
porate services for American 
Express in the OK, says that, 
-despite the increasing use of 
com pan y cards, most travel- 
lers still have to pay the bills 
themselves. He estimates 
that only about 40 pm* cent 
of companies make . pay-; 
xnents on behalf of employ- 
ees, leaving than simply to 
justify their expenditure. 
The other 60 per cent reim- 
burse the -traveller, but 
expect him or her to settle 
the account with the card 
company. 

Mr Sharp says employees 
issued with cards use than, 
on average, for about 90 per 
cent of their spending. 
Efforts to make that 100 per 
cent continue to be frus- 
trated because some hote- 
liers, for example, refuse to 
take any cards and some- 
times they do not accept 
American Express. The com- 
pany does not take refusal 
lying down, however. 

“We have relationship 
managers who work with 
customers all the time,” says 
Mr Sharp. "If clients tell us 
about specific restaurants or 
other places which they use 
heavily - hut -where they 
cannot use the card -- we 
channel that information to 
the sales force in the rele- 
vant country and win try to 
persuade the management of 
the establishment to change 

its mind and accept it." 

An alternative to the cor- 
porate credit or charge card 
with a high upper Emit is 
the kind which companies 
can load with set amounts, 
enabling them -to keep a 
tighter Ud on spending. Mid- 
land Bank has been testing 
Mondex in a . number of 
countries. ! 

Mondex is an “electronic 
purse" with a "pocket" in its 
microchip. From next year 
travellers should be able to 
fill this pocket with up to 
five currencies. It will be 
possible to change them 
between trips, enabling you 
to return from south-east 
Asia, for example, empty the 


card and fin ft with Euro- 
pean, currencies. 

Tbie aha is that Mondex 
and Mastercard, should be 
. readable by - the same 
machines which, it is hoped, 
will make the former widely 
available fairly rapidly . Stan- 
dard Chartered is developing 
a' similar product with the 

BmnV Of fihfaa. 

Around 260 UK business 
travel agents belonging to 
the Advantage consortium 
plan to start offering one to 
clients from January 1 in 
conjunction with Brown 
Shipley, the merchant hank. 
The card is being produced 
by Visa Travelmoney. Trav- 
ellers will be able to use it at 
cashpoints provided by Citi- 
bank, Citicorp -and associ- 
ated companies. One of its 
advantages, says the consor- 
tium, is that fwy* card fan be 
shared by a number of 
people travelling together, 
-such, as delegates to a confer- 
ence. 

Meanwhile, American 
Eyprcwi hag Wn testing the 
TravelFundB card, which can 
be loaded with up to 810,000, 
but still relies an a magnetic 
stripe. So for it has been, 
issued in the UK - at outlets 
such as Lunn Poly travel 
a genda and branches of the 
Royal Bank of Scotland as 
well as Its own travel service 
centre in Leicester - for use 
in the US. 

What if you spot an Irre- 
sistible line in men’s jackets 
in some third world shop 
and need funds urgently to 
snap thwm up? Barclays, for 
example, offers Business 
Gall, which you can call, 
accessing the relevant ser- 
vice with an agreed pass- 
word, to arrange a transfer 
to a local correspondent 
bank. 

. SUch arrangements may 
soon be overtaken by tech- 
nology. Next year Citibank, 
whose customers can 
already access their 
accounts from a Psion palm- 
top compute- with a modem, 
plans to provide software 
which will allow laptop 
users to order the transfer of 
funds to its branches in five 
European countries. 

Through this whirlwind of 
electronic development, the 
humble travel cheque keeps 
going as stubbornly as a DCS 
in a sky full of fly-by-wire 
jets. Even if European eco- 
nomic and monetary union 
(Emu) renders currency 
exchange in Europe obsolete, 
who is to say it will disap- 
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Lost in ttwhaze: Ak-poNutton In Kuala Lumpur, caused by forest burning in Indonesia, made fife a misery for thousands of residents and viators aBce 


Smog: it’s best to play safe 

Clive Cookson provides some tips for people considering a trip to polluted areas 


Cash or canto the decision mqy wsfl rest on the tramfiorV destination 
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Air pollution has been in the 
news more than ever this 
year. Not only the familiar 
urban smogs, generated 
mainly by traffic fumes, 
which afflict cities from 
Athens to Santiago, but also 
the terrifying regional 
smoke pollution, caused by 
forest burning in Indonesia, 
which this month was still 
blanketing many thmipands 
of square kilometres of 
southeast Asia. 

Smog stories can hit 
tourism hit hard, but how 
should business travellers 
respond? 

In extreme cases, consider 
postponing your trip until 
conditions improve. There is 
no point in travelling to a 
place where the air is so 
thick that you can see no 
more than SO metres ahead 
and you need to wear a filter 
mask over your-fece to stop 
yourself choking in a 
business meeting. 

Quite apart from 
damaging your lungs and 
eyes, the poor visibility will 
make travel itself dangerous 
and unpleasant, and you 
may well be stranded if the 
pollution becomes even 
worse. 

The problem then is 
obtaining accurate 
up-to-date information, about 
how b«d things actually are. 
Sources such as airlines and 
travel agents are not always 
well informed, especially 
about conditions in more 
out-of-the-way places. Bette 
by far is to call your own 
contacts and colleagues at 
your destination, if you have 
any, and ask them directly. 

Whether you decide to go 
will depend partly on your 
own state of health. People 
with existing respiratory 
illnesses such as asthma or 
chronic bronchitis suffer 
much more from air 
pollution than those in good 
health. 

The classic 

"photochemical smog”, 
which first obscured the air 
in Los Angeles more than 50 
years ago. results from a 
complex series of reactions 
involving pollutants from 
traffic and industrial 
sources. 

The 


chemicals 


DON'T SLEEPWALK 

yoiR way 

THROUGH WO. 


qr 

LitCm foe feeling? Up most of die night, half asleep all 
the nett day. Another case of j« lag. 

What can you do? Head fol the Hold Oicua and enroll in 
ow unique jet lag Man. Specially designed to get jetlaggraup 
on rhrfr feel and raring to go, it indudesa Light Box to help put 
your body's dockback on schedule a Heal* Club workout and 
let Bath, Relaxation Videos, a Body Sonic Massage, your choice 
of pillow u> help you sleep better (weOI «en remember your 
favorite for your next visit), and special breakfast and dinner 
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hydrocarbons and oxides of 
nitrogen and sulphnr - 
combine in sunlight to 
produce a variety of 
irritants, including ozone 
molecules and microscopic 
soot particles. The current 
south-east Asian smog is 
different; it consists of 
smoke from burning trees 
and prat 

Medical experts say that 
even short-term exposure to 
smog can damage the health 
of susceptible people. 
Studies show that 
microscopic particles in the 
air increase the number of 
attacks of asthma and 
bronchitis and deaths from 
heart attacks and strokes. 
But the British Long 
Foundation says more 
research is needed to 
discover exactly why this 
happens. 

Another way of looking at 
smog is to compare its 


effects to smoking. This 
year’s smog in south-east 
Asia exposed millions of 
people to the equivalent of 
smoking about 40 cigarettes 
a day, the World Wildlife 
Fund estimated last month 
If you do travel to a smog 
zone, it is worth following 
the British Lung Founda- 
tion’s pollution guidelines. 
Some of them may seem 
obvious, but they will reduce 
your suffering: 

• Don’t jog or take strenu- 
ous outdoor exercise in the 
afternoon, when traffic-in- 
duced pollution is usually 
worst Go out in the early 
morning or late evening; 

• Try to keep away from 
traffic-laden streets; 

• If you have asthma, 
increase your medication 
proportionately, and take 
medication before you exer- 
cise; 

• Try to exercise in an 


indoor gym or pool or in a 
park away from traffic. Exer- 
cising will increase your 
intake of polluted air from 
about five litres per minute 
at rest to 50 to 100 litres per 
minute*, 

• Stay indoors if your eyes 
start smarting or you get a 
sore throat 

Malcolm Green, the foun- 
dation’s president, points out 
that a well-maintained air 
conditioning system with 
good filters can do a lot to 
reduce pollution indoors. 
"But it is essential to make 
sure that the filters are 
changed more frequently 
than usual dining a pollu- 
tion episode," Dr Green 
adds. "Dirty fitters can make 
things even worse." 

There may be little that 
you can do - within the con- 
straints of business etiquette 
- to check the air condition- 
ing when visiting the offices 


of clients, customers or col- 
laborators. But if your com- 
pany maintains its own 
branch office in the place 
you are visiting, you should 
make sure that the filters 
are changed frequently 
enough. 

Leaving aside this year's 
exceptional regional smog 
resulting from Indonesian 
forest fires, which are the 
world’s worst pollution 
blackspots? Cities frequently 
cited include Mexico City, 
Santiago, S3o Paulo, Jak- 
arta, Bangkok, Cairo, Bei- 
jing. Athens, Delhi and Cal- 
cutta. 

In general, conditions are 
becoming worse in develop- 
ing countries and better in 
North America and Europe. 
The air in Los Angeles, 
borne of the original smog, is 
consistently cleaner now 
than it has been for several 
decades. 


EMILUONS WASTED 
ON BUSINESS TRAVEL 


Companies are wasting millions of pounds every year paying too much for 
their business travel Instead of spending time searching out the best deals, 
they just start spending, unaware of bow they can save money by 
managing travel more effectively. 

Are yon one of than? Are yon paying over the odds for flights, hotels, 
car hire and the like? 

Find out by visiting Business Travel 98, the premier event dedicated to 
mm aging company travel expenditure. The exhibition brings you face to 
face wife foe world’s leading travel providers, so you can negotiate directly 
for the keenest prices in the market and listen to the advice of respected 
speakers at what are widely regarded as the best corporate travel seminars. 



Checkin early 

Register now to receive your complimentary admission tickets, , 
exhibition preview and discounts on seminar bookings . 

Call the Ticket Hotline on 

0181 710 2185 or fax on 0181 673 1335 


Business Travel 98, Business Design Centre, London , UK , TO - 12 February 7 998 
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Travel management 


Diary 


Avoid that nasty surprise 

Most people ensure they are adequately insured when they go on holiday. But, 
as Roger Bray discovers, many take risks when they travel on business 


Businessmen and women 

take a surprisingly cavalier 
attitude towards the risk of 
massive medical bills and 
the theft of expensive equip- 
ment while travelling, a 
recent survey suggested. 
Twenty per cent of those 
questioned in the UR admit- 
ted to going abroad without 
insurance and even those 
who did take cover bad no 
idea of the protection it 
offered. 

The research was con- 
ducted by NOP on behalf of 
ETC. which is already a lead- 
ing provider of travel insur- 
ance in Germany, France 
and Scandinavia and has 
just launched an assault on 
the British market Its find- 
ings coincide with a sharp 
upturn in business travel to 
countries where crime is rife 
and emergency services are 
questionable. 

Andrew Perolls. ETI’s 
manag in g director, says: “It 
is strange that people who 
carefully consider the type 
of cover they have for a ski- 
ing holiday are quite happy 
to journey In highly volatile 
countries on business with- 
out giving a thought to their 
insurance needs.” 

Research suggests some 
business travellers believe 
they are covered automati- 
cally by domestic health 
Insurance. Mike Platt, com- 
mercial affairs director of 
the business travel agen cy 
chain Hogg Robinson BTJ, is 
in no doubt that many set 
off recklessly unaware of 
their policy details. 

Clearly the most vulnera- 
ble are those without the 
umbrella of a big company, 
whose secretaries organise a 
policy through a local travel 
agency or direct from a bro- 
ker. But even those covered 
by their employers may 
occasionally suffer a nasty 
surprise, he says. 

"Because they are travel- 
ling on behalf of a company 
they automatically assume 



It's worth checking the small print to ensure you are property covered 


that somebody has taken 
care of everything,” he says. 
“Nine times out of 10, if they 
look at fiie company’s policy 
they will simply be reas- 
sured. But they might just 
spot something which makes 
them ask for better cover - 
or go out and buy it them- 
selves. 

“It astonishes me that 
people will fly to somewhere 
like Kazakhstan without 
knowing how much they are 
insured for or who to gk in 
contact with if something 
goes wrong." 

Norman Gage, business 
travel development manager 
of the Advantage consortium 
of independent travel agents, 
believes many people run- 
ning small companies 
believe they are adequately 
protected by the "bricks and 
mortar” insurance which 
covers their business prem- 
ises. That may help if your 
laptop computer is stolen 
while travelling, but it is 
unlikely to get you home in 
an air ambulance. 


Few travel essentials come 
with more booby traps than 
insurance. Most policies 
offer more medical cover 
than you will ever need. 
Many promise to pay out 
£2m or more yet UK insur- 
ance experts cannot remem- 
ber a claim rea ching half 
that amount - even to pay 
for a major emergency in the 
US. . 

But that is just about the 
only item which may be 
taken as read. What if your 
bags are stolen from a rental 
car? Most policies cove: such 
thefts, provided your posses- 
sions are out of sight in 
the boot or the glove 
compartment, but it is essen- 
tial to check your insurance 
cover. 

Suppose you run into 
someone on the road. How 
much liability cover do you 
have? In the US, you may be 
insured at only the mini- 
mum level required by the 
state in which you rent the 
vehicle, which could prove 
hopelessly inadequate to 


cope with a major claim. If 
so, you will need to buy 
top-up insurance. 

What if you take a side 
trtp for fun, go absefflng or 
ballooning as part of an 
incentive jolly, stay on for a 
few extra days with friends? 
Many policies exclude “dan- 
gerous” activities, and may 
not even cover the traveller 
spending relaxing after 
a high pressure trip. 

Even if you think you 
have a watertight company 
policy, an occasional trawl 
through the Bn* print 
pay dividends. Take the 
experience of Loraine Hold- 
croft, company secretary at 
Breda Technology Europe. 

“Four or five years ago I 
was looking at our policy 
and discovered that 
although employees were 
covered against acddeota if 
they woe flying or travel- 
ling by train, they were not 
insured while driving on 
business in the UK in com- 
pany cars. It was just a mat- 
ter of the way the policy was 


worded, and we were able to 
close the loophole." 

Individuals have three 
main choices: an off-the-peg 
policy for a single trip; a 
similar policy valid for a 
year; or a bespoke arrange- 
ment, tailor-made for the 
destinations they are likely 
to visit and the number of 
trips they expect to make 

Nobody knows how many 
business travellers choose 
the first two options. In 
many cases those who do are 
likely to get the same protec- 
tion. as the average holiday- 
maker - and that cover dif- 
fers significantly between 
policies. For gyampie. many 
insurers will pay for legal 
expenses if an accident 
results in overseas legal 
ex penses, but the maximum 
can vary from £5,000 to 
£50,000. Upper limits for per- 
sonal accident faring win be 
anything from £10,000 to 
£50.000. 

It is not just variations 
which business travellers 
need to watch out for, how- 
ever. It is important that the 
policy should come with a 
24-hour emergency contact 
number. And if the theft, 
loss, or damage to computer 
or audio visual equipment is 
excluded, is it covered by 
your business or household 
insurance? 

Broker Suretravel has put 
together a purpose-designed 
annual policy covering 
.unlimited trips, which will 
be sold through Advantage 
agencies for £75 - or less If 
bought to cover a number of 
employees. 

If a key executive becomes 
ill midway through a dead- 
line-sensitive job or meeting, 
it will cover the cost of des- 
patching a replacement. 
And, while it Is not part of 
the regular policy, the com- 
pany says that if you are vis- 
iting a country where kid- 
napping is a threat it can 
even cover the risk of having 
to stump up a ransom. 


Focused strategies area needed 


Amon Cohen looks at controlling company travel expenses 


If there are two areas of purchasing 
guaranteed to cause groans among 
hardened corporate buyers, it is 
company cars and business travel. 

Executives may not care much 
about the office chair they sit in or 
even the computer at which they 
work, but when it comes to cars and 
travel everyone has an opinion and 


most think they can do it better than 
the purchasing experts. 

It is perhaps for this reason that 
companies have often failed to 
buy business travel in a rational 
manner . 

Since it is the third-largest 
controllable expense of most 
companies, this has been a serious 


mistake, and only now are they 
beginning to realise that huge 
savings can be made with the 
methodical application of focused 
purchasing strategies. 

Of course, buying an air ticket is 
not the same as buying paper clips. 
Business travel can be onerous, and 
often eats into an employee’s 


personal time. The generosity or 
otherwise of a company in this area 
says a lot about how it treats its 
executives. Ordering them simply to 
buy the cheapest air fares and stay 
at the most Spartan hotels is 
therefore not a realistic option. 

Here we give two examples of 
companies which have acted to 
bring down their travel costs but 
also kept an eye on improving 
service for their travellers. 


CASE STUDY 


SmHJtKHne Beecham 


CASE STUDY 




Consolidation can 
produce savings 


Suiting pocket 
and comfort 


Before wading into negotiations 
with airlines, hotels or proriders of 
corporate cards, most companies 
start their overhaul of business 
travel purchasing by tackling their 
travel agent. 

Five years ago, it was still 
common for a company to retain 
several travel agents in each 
country. Now the vast majority of 
corporations have reduced that 
number to one and are extending 
the consolidation across continents 
or even worldwide. 

One example is SmithKllne 
Beecham, currently transferring all 
but 5 per cent of its £75m worldwide 
travel budget to just two agencies - 
Carlson Wagonlit Travel, which has 
picked up most of Europe, and 
Rosenbluth International, which 
serves the pharmaceutical 
multinational in the US, Singapore 
and Japan. 

SmithKUne Beecham is able to 
drive good deals by hiring these two 
agencies’ services worldwide. But 

that is by no means the main reason 
why corporations consolidate their 
travel agencies, or make this the 
corn er stone of their travel 
purchasing strategy. 

“The true savings come from 
having just one or two 
organisations taking a data feed of 
our spending on travel,” says Tom 
Stone, SmithKllne Beeduua’s UK 
strategic purcha sing manager. 

“We can then take that feed to our 
true suppliers - the airlines and 
hotels - and negotiate with them 
armed with precise information. 

"This is not about screwing 
another 0.5 per cent out of the 
agent, but about having better 
leverage with those suppliers. There 
is enormous pain in changing 
industries but that data feed is 
absolutely vital.” 

Mr Stone will use the data to 
negotiate single international deals 
with airlines rather than on a 
country-by-country basis. To do 
that, the suppliers want to see 


precise data on how much 
Smith Kline Beecham spends on each 
carrier and route worldwide, plus a 
breakdown on spending in different 
classes, among departments and 
according to the time of the year. 

Obtaining information as specific 
as that was virtually impossible 
when it was spread among dozens of 


However, consolidation cannot be 
forced through in the face of all 
other considerations. SmithUdne 
Beecham chose two global agencies 
rather than one because it felt 
neither offered consistently 
excellent service in all territories. 
An element of competition between 
the two is also useful, and careful 
parameters have been set to ensure 
that the agencies provide spending 
information in the same format. 
Moreover, neither Carlson Wagonlit 
nor Rosenbluth has won the 
SmithKUne account in Germany, 
where Mr Stone concluded that both 
had a weak presence. Sixty per cent 
of the company’s travel in Germany 
is domestic, so the company has 
chosen Hapag-Uoyd, which has a 
comprehensive local branch 
network. 

Agency consolidation vfll also 
present benefits for the company’s 
travellers, according to Hr Stone, 
Including a more consistent service. 
A British traveller stranded in 
France, for instance, will be able to 
call the local Carlson Wagonlit 
representative, who can instantly 
display that person’s details on a 
computer screen. 

Even more fundamentally, Mr 
Stone will not only be negotiating 
cheaper deals with travel suppliers 
but service benefits as well - 
perhaps free airport lounge access 
or a late hotel check-out facility. 

“Cost and service are the twin 
arms of any purchasing deal,” says 
Mr Stone. 

Amon Cohen 


When a company signs a route deal 
with an airline, it normally has to 
supply an agreed minimum volume 
of business to earn a discount. 

Often the company ensures it 
keeps its side of the bargain by 
refusing to reimburse its travellers if 
they fly with any other carrier an 
the route. 

No one at Syntegra, the systems 
integration subsidiary of British 
Telecom, is forced to fly with their 
employer's pr ef erred airlines. 
Nevertheless, says travel manager 
Agi Charles, the carrier with which 
Syntegra has negotiated a deal - 
between London and Amsterdam . 
has seen its market share on the 
route rise from 2 per cent to 65 per ■ 
pent •- -• ■ / . . 

The secret, says Mrs Charles/was - 
to negotiate stiver card mem b ersh ip 
of the airiine's frequent-flyer dub, 
even though the cheap fores 
purchased under the dsal.woukl not 
normally merit this. 

As a result, travellers can use file 
airline's lounges - a much-welcomed 
perk in these days of crowded 
airports, 

“Mandates are for deals that no 
one wants to use,” says lbs Charles. 
“If you strike the balance right, 
there is no reason why travellers 
should not comply - unless the - 
schedule is wrong. 

“Sometimes. gating the traveller 
to the cheat very test is the main 
consideration if it helps to keep the 
customer happy. In that case, they 
can go with a nanprefeired carrier if 
it gets them there quicker. That is 
why we tail onr travelers to use the 
lowest logical air fare rather than 
mandate to them.” •. 

However, Syntegra does have 
some rules to keq? its travel 
expenditure within bounds. Business 
class travel is allowed only if the 
fligh t is longer than nine hours. 

That excludes journeys from the UK 
to the eastern US, an area which 
accounts for much of Syntegra’s 
flying. “If we dropped our minimum 


fright time for business class to six 
hours our travel budget would 
increase by aneuixth. says Mis 
Charles. “Our employees are happy 
with this [policy 1 and we regard it 
as an acceptable compromise 
. b et ween pocket and comfort. 

' “Sy nteg ra also uses technology to 
drive down costs, ft hires 300 to 400 
cars a month from one supplier and 
books them through a direct ISDN 
link to the rmtal company. 

"ft used to take os two to three 
hours each day to make those 
bookings over the phone,” says Mrs 
Charles. “It was also vary easy to 
make mistakes, and every time we 
'got through we had to explain what 
we were doing. 

“In the end, we decided we wanted 
a direct link, and as far as we know 
EuroDoflar is file only car rental 
supplier to provide one. It now takes 
us well under an hour to do our 
booking - and that includes all oar 
amendments as well.” 

The system, called Speedlihk, also 
fe a t ures onscreen invoice 
authorisation, ano ther huge 
time-saver as far as Mrs Charles 
is concerned. “Authorising used 
to take a tew days a month." site 
says. “NOw we receive a disk each 

month from EuroDoIlar, someone 

looks at it for half an hour, and it’s 

done. ” ■ 

Once a reservation is made, the 
Speedlink database keeps track of its 
■status, such as whether the car Is 
ready for use, tm the road or due for 
ooHectiqn. Each morning, Syntegra 
checks the overdue queue and 
decides whether to order collection 
of the overdue vehicles or to extend 
their rental 

ft means a more efficient car 
reital service for Syntegra’s 
travellers, while the company gains 
from reduced administration and 
comprehensive Information that 
allows more focused negotiating 
with EuroDoIlar, 

Amon Cohen 
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INWARD INVESTMENT 

Business wants a say in 
capital developments 


As projects race to raise funds and get 
construction under way, Brian Groom 
examines the controversy surrounding the 
plans of the Millennium Commission 

Tension rises as 
the clock ticks 




It sometimes seems as if the 
Great British Mille nnium 
Saga is the most triumphant 
creation of the national 
spirit - a £2bn Aunt Sally at 
which gleeful critics can 
hurl their sticks and balls. 

Nothing Incites the British 
more than a whiff of folie de 
grandeur. The UK’s 185 offi- 
cial projects, and the quan- 
gocrats in the Millennium 
Commission, are continually 
sniped at - for alleged lack 
of Imagination, for suppos- 
edly poor architecture, for 
bureaucratic wrangling, for 
usurping money from hospi- 
tals and schools, for giving 
too much to London or. con- 
versely, too much to Scot- 
land and Wales. And for not 
being ready by January 1 
2000. 

‘The 1851 Great Exhibition 
was excoriated in the col- 
umns of The Times, particu- 
larly, up to the day it 
opened. Half the press was 
consistently and vocifer- 
ously opposed to the 1951 
Festival of Britain," says 
Jennie Page, chief executive 
of New Millennium Experi- 
ence. the sub-quango that 
was created to run the 
national showcase, the dome 
and exhibition at Greenwich. 
London. She adds: "You've 
only got to look at the scru- 
tiny that the Olympics and 
World Expos go through in 
their own national press to 
understand there Is always 
concern about a project 
which appears to be reach- 
ing for the sky." 

From the moment Green- 
wich was chosen instead of 
Birmingham or other 
regional locations, there has 
been no respite in the con- 
troversy generated by the 


dome. Nationalised by the 
Tories to contain and guar- 
antee its co6ts, and reconsti- 
tuted under a new manage- 
ment, the preyed was given 
the go-ahead by Labour in 
spite of cabinet misgivings 
about a dearth of ideas far 
what will be exhibited. 

Obsession with Greenwich 
has overshadowed what is 
happening around Bri tain. 
Out of its £2hn budget, the 
Millennium Commission hag 
granted £L236bn to 185 capi- 
tal projects on almrart 2.000 
sites. These will in turn 
unlock another £LSbn from 
other public and private 
sources - yet the public has 
only a hazy idea of what 
these schemes are. 

They range from the 
world’s first fully glazed bell 
tower at Basildon to a 
National Space Science Cen- 
tre in Leicester, from a mod- 
em art gallery for the Tate 
in London to a forest in Scot- 
land; from a seedbank in 
Sussex collecting 25,000 spe- 
cies of flora to. a "children’s 
univers ity ” in Birmingham; 
from a University of the 
Scottish Highlands and * 
Islands to a 2,785-mite cycle 
track throughout the UK. 

To criticisms of their qual- 
ity, the commission responds 
that this is what the people 
want. It imposed no grand 
plan, it chose from proposals 
made around the country. 
This Is slightly disingenu- 
ous: in rejecting 90 per cent 
of the £14bn of projects 
mooted, the commission has 
inevitably put its own shape 
on proceedings. 

What is clear is that 
Britain has a mammoth 
ahead of it. Projects are rac- 
ing to raise funds, complete 








business and designs, 
hire key staff; get construc- 
tion under way. 

The tight timescale was 
created partly by the ground 

rules Set for tlw m m ininriftp 
at the outset in 1993: by 
insisting that schemes 
should come from below 
rather than being centrally 
decreed, by subjecting them 
to lengthy appraisal, by 
requiring them to raise at 
least half of their own foods, 
foe r] f>r k was set ticking. 

The result is that most are 
aiming to open during 2000 
rather than before it Some 
are scheduled for completion 
in 2001 or 2002, and the 
national cycle path as late as 
2005. 

Hie commission’s view is 
that 2000 is a year-long cele- 
bration and that it will not 
reject projects of lasting 
value just because they are a 
Utile late. 

Same wanted to open ear- 
lier. Leicester's National 
Space S dance Centre, one of 
foe 14 landmark” projects - 
there is at least one in each 
region - has pat back its 
n perrfwg from mid-2000 until 
Spring 2001, comforting itself 
that at least that was the 
year of Arthur C Clarke’s 
Space Odyssey. 

Like other projects, the 
centre is striving to com- 
plete its funding. Granted 
£23 .25m by foe commission 
towards its £46-5m cost, it 
needs £7m in private spon- 
sorship, plus donations of 
artefacts such as rockets. 
“We believe we can do it but 
it's not easy," Bays John 
Eggleston, chairman of the 
steering committee. 

Mike O’Connor, policy 
director at the Millennium 
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Commission, accepts that 
some schemes will not come 
to fruition. "Raising the 
other SO per cent is very 
hard work because it’s 
money enmiwg from a vari- 
ety of sources - private sec- 
tor sponsorship, commercial 
loans, European regional 
development ftinri money.*' 
—Even -successful projects 
sometimes complain of 
bureaucratic obstacles. 
"Some things are bizarre,” 
says Peter Rigby, chairman 
of the private sector-led Mil- 
lennium Point in Birming- 
ham. 

"The trustees of projects, 
who are giving their talent 
and in many cases their 
money as weD, have to sign 
a joint personal warranty 1 

that Millennium Commis- 
sion funds win be returned if 
a series of conditions con- 
nected to the completion of 
the project are not met. We | 
tried to have it rescinded 
because it is very onerous.” . 


About 30 per cent of foe 
schemes involve science and 
technology, and another 30 
per cent environmental sus- 
tainability - something 
which the commission says 
could not have been pre- 
dicted. 

"I would have said the 
environment was a 1970s and 
1960s issue but it’s much 
more embedded in everyday 


consciousness." says Mr 
O’Connor. 

Some projects seek to 
revive Britain’s heritage, 
others provide a bridge to 
foe future. "I often think 
that as a country we look 
too much to the past,” Mr 
O’Connor adds. “The year 
2000 must be a time when we 
look to the future.” 

Parts of foe private sector 


appear wary of becoming 
involved. A survey of clients 
by the marketing group 
AMV showed that only a 
quarter of them had made 
any preparations for foe mil- 
lennium. The scale of what 
is happening in Britain is, 
nonetheless, vast 
A survey by London First, 
the business campaign 
group, has identified £5.6bn 


in millennium-related invest- 
ments in foe capital. Lottery- 
related investments account 
for £2.6bD, but projects 
worth £3bn are going ahead 
without any lottery cash. 

The development boom is 
bigger than in tbe 1980s, 
creating acute shortages of 
skilled labour. Many 
schemes have started before 
securing all their funds, rais- 
ing foe possibility of unfin- 
ished developments across 
London. 

Tbe Millennium Commis- 
sion believes Britain's pro- 
jects are more ambitious 
than anywhere in foe world, 
with the possible exception 
of the Vatican, which has 
designated 2000 Grand Jubi- 
lee Year, hoping to be foe 
focus of a spiritual revival 
which will bring some 17m 
pilgrims and tourists to 
Rome. 

The Greenwich dome and 
exhibition, around foe theme 
of time, aims to be the great- 
est experience on the planet. 
It must be ready by Decem- 
ber 31. 1999 - “the unslippa- 
ble deadline", says Jennie 
Page. 

Eyes will be focused on it: 
will it raise its sponsorship 
targets, will the content of 
the experience match the 
hype, will it stick to its bud- 
get. will it open on time, will 
foe visitors come? 

In deciding not to cancel 
the Greenwich project, 
inherited from the Tories. 
Tony Blair's government is 
taking one of its biggest 
risks. 

Success would be a mid- 
term boost both for foe gov- 
ernment and for Peter 
Mandelson. foe minister in 
charge of the dome. Failure, 
by contrast, would deal a 
severe blow at foe most vul- 
nerable point of foe govern- 
ment’s life. 



Project norm 

1 Odyssey Project. 

Belfast 

2 Hampden Peek 
Stadium, Glasgow 

3 jmemwtonaf Centre 
for Ufa. Newcastle - 

4 Lowry Centre. 
Manchester 

5 The Earth Certtm, 
Doncaster 

6 Millennium Point 
Birmingham 


7 National Space’ ‘ 
Science Centre. ; 
Lefceeter 

3 The MStennium 
StacSum. CaKfiff 

9 Bristol 2000- 


Scope Prlooawdflundtog 

f6verskle9pC3rt»arena 1 Bcienoec#Tbei ,£90ra scheme- wprtdrtg to 

B-nax gtanHtcrean etrtwne- ■ y~ V*’: f. * - 5 1 <*®e 245th by mSd-Oepee&er 

New stand and feriSttw for Scottantfs £4Sm scheme -al rated apart 

national football stadum from E&n debentures 

Science park. wtei genetics instf&iw antl : .£S4m scheme --£&8ai/ 
other laboratories- .sponsdraWp left ta-rate 

Walarfrort theatre, art gallary dedicated £96m scheme - E5m toft to 

to LS Lcwry, virtual laeRty centre rate from private sector 

Centre Jar anvlrefltniin&l research and IMOahadteirerfiSBrnleftto . 

austamabie tsefnakn/ ■' . ratefcr phs»eetwo»xlttv»e . 


Comple ti o n 
Autumn 2000 

March 31 1999 

Easter 2000 ; 

Spring 2000 


September 1996 
-Easter 2000 


Architect 


Console Design 
Gnxp • 

Percy Johnson 
Marshal! 

Tarry Farrafi 


Mchad WStord 


FaSden Clegg, 
Abop&Sttmw 


Technology centre, Indudbig a ‘cMdran’a 21 1 2m schema -awaiting September 2001 Mchate Grtmaftaw 
tmtarefty*. shops, conference centra, oonRrmatlon of E23m EU grant 
Imax downs 


Challenger centre wftfr shtiutated flight^' E4Sm schema- £?m 

exh&ritwn oertre. planetarium aponaaaW pib rate plus 

• donate of roefcsto • 


75.000 sealer aB weather stadium for 
rugby and other events 


£l 20 m scheme -aflftxtda 
rated 


10 Eden Project 
Commit 


I n RBnsteancsof 
[ - Portsmouth Harbour 


12 MHtennkjm Seed 
Bank. Sussex 


O Tato'Oafley of . '■ 
Modern^ tpnete 

14 NewrTechnopOfa. 
Norwich 


Souoo finmaathwi 


■ Sctewoawand ctenwkt ■virtual -ZOO’ £83m fldwmo- 25m 
' plus efrops- - . sponsorship stffl to rate 

'Btomas' butt on Htemwrf day pit to £74m scheme -£27m left to 

shelter ratotoewt desert Mediterranean rate from puWte and private 
end temperate plants sources, debt and eqdty 

MariMLMfth ClSOm obewvaton tower ahd.S^KtTO-rfWaDiiBed 

- undarnefloSafian 


Project to coUecx £S|Q00 awete of UK 
and worldwide flora 


£80m schema - £2Sm 8ta 
sought from funding boefes 
compenlae and the pubte 


Corwwtinscfcw^ to. 

home for modem art . ■’ berated;; ’ . 

Library learning centra, heritage attraction £81mscherae-£i.an|aftto 
shape and bars ' • . . 


Spring 2001 


June 1999 


Easter 2000 


April 2000 


Summer 2000 


Spring 2000 


May 2000 


End 2000 


Mchofes Grimshaw 


Lobb Partnership 


HopWns, WBWneon, 

CPG 

MehoiasGrimshaw 


HGP, Event, 
Mac Co rmac 
Jamieson Prftehard 

Stanton wnsams 


Hateg&de 

Meiaon 

Sir Michael 
Hopkins 





I F YOU WANT your company to enjoy confirming success in die long haul, you have to raise advantage of every opportunity 
delivered your way. Ask Edward Stobort, whose route to the top has covered millions of miles. An extrawdinary driving fore; 
taking him from a newly-formed Cumbrian company in 1970, to an annual turnover now exceeding £bS million. Edward says, 
"Today; Eddie Soobart Lid is the biggest privately owned distribution company in the UK, arriving at this position from its 
headquarters snD located m Cumbria.’ Your company could also benefit from a highly motivated workforce with a reputation lor 
loyally, flexibility and adaptability, plus low operating costs, excellent sites and 

pre mi se s , financial a whranre and an outstanding environment. So, for the reasons why CUMBRIA 

Cambria’s good for your business and to start the wheels turning, call us today on 


01 900 827744 


WILL WORK FOR YOU 


CUMBUA IN® AID INVESTMENT AGENCY, LAKELAND BUSINESS PARK. LAMPLUGH ROAD, COCKER MOUTH. CUMBRIA CA1J 0QT. 
TEL/FAX: 01900 S27744 e-nud: lOOZ77.I77J0ta(npiiiervr.rom url: hrtpJ/wwur.cambria-coni/ciia/ 











II 


THURSDAY NOVEMBER 20 1997 


REPORTING BRITAIN 2 


u-G 




VIEWPOINT • BY BRIAN GROOM 

To subsidise 
or not to 
subsidise . . 

As investment incentives escalate in 
Europe, Britain could set an example by 
refusing to get morre deeply involved in 
untrammelled grant-giving 



Taylor: Think the unthinkable and do the undo-able’. He alms to get Preston North End football dub, of which he Is a d i rect or , into the premier league Tea 

Old hand advocates grass 
roots approach in the regions 

Sheila Jones talks to David Taylor, chief executive of Enterprise, the regeneration company, and special 
adviser on regional issues to John Prescott, deputy prime minister 


David Taylor. chief 
executive of Enterprise, the 
regeneration company, has 
long espoused principles of 
economic development that 
are now in vogue. An old 
hand at urban regeneration, 
he is also special adviser on 
regional issues to John Pres- 
cott, deputy prime minister. 
His views are likely to count 
as the government takes its 
devolution policies to the 
English regions through the 
new regional development 
agencies (RDAs). 

Mr Taylor embraced the 
idea of regeneration through 
public-private partnership 
long before it became fash- 
ionable. He believes in the 
free market but argues that 
it cannot do everything. He 
looks like a Blair man, but 
his loyalties and political 
sympathies are more with 
PresoitL An old ally of the 
deputy prime minister, he 
believes that Mr Prescott 
“will not rest until the 
English regions have a pow- 
erful and meaningful voice". 

Yet as the debate on the 
RDAs gets under way. there 
is still doubt in the regions 
about the extent of the gov- 
ernment's commitment to 
devolving real power. The 
regions may not get all that 
they want, but the RDAs 
will have sufficient control 
over development funds, 
argues Mr Taylor, to make 
them begin to work, driving 
a new. "bottom-up" 
approach to regeneration 
and development. 

He says: “They're going to 
have significant budgets and 
significant responsibilities. It 
will be very much up to the 
region to decide what its pri- 
orities are." 

The top-down approach 
that has characterised devel- 


opment policy for many 
years has had its day. Mr 
Taylor says. "The last gov- 
ernment's urban strategy 
was almost like an urban 
regeneration SAS. They 
thought they could para- 
chute people In, sort' If all 
out and disappear a week on 
Wednesday. It was very 
much from above. What you 
need to do is build from 
below. A new policy that 
starts by asking people 
■What do you want?' is a 
very radical and different 
step to take." 

Mr Taylor’s interest in 
regional issues goes back to 
his years as a student. He 
studied at Dundee Univer- 
sity and gained diplomas in 
architecture and in urban 
and regional planning. He 
advised Mr Prescott on 
regional policy in the early 
1980s. when the Thatcher 
government responded to 
the problems of urban blight 
and industrial retrenchment 
by creating the urban devel- 
opment corporations. 

“The UDCs were actually 
designed to override what 
was happening locally." he 
says. "They took over the 
planning powers; they just 
got the maps out and drew a 
line and said: ‘We're com- 
pletely responsible for that 
area now’." 

Mr Taylor, 47, joined 
Enterprise as deputy manag- 
ing director in 1983 just as 
the organisation was being 
set up as the development 
arm or Lancashire County 
Council. It was at a time of 
“great antagonism" in gov- 
ernment towards such bod- 
ies. 

Mr Taylor believes that 
government intervention has 
its place and Its limitations. 
“Sometimes you have got to 


A priority for the RDAs in 
the 1990s and beyond, says 
Mr Taylor, will be to target 
development funds ever 
more closely. 

With a promise of tight 
budgets at home, and the 
1980s to join, possibility that some-Eu^o- 
construction pean Union funding willtbe 
lost, the regions will have to 
“focus much more accu- 
rately” on areas of need. 
“You’ve got to take risks and 
you won’t always get it 
right ... but we should be far 
better at targeting," says Mr 
Taylor. 

A priority for the govern- 
ment will be to ensure the 
regions are not allowed to 
undermine each other by 
using public money to lure 
inward investors. 


CORPORATE LAW 


think the unthinkable and 
do the undo-able," he says. 
“Government can put in 
place building blocks, but a 
community must stabilise 
and sustain development” 

Mr Taylor left Enterprise 
in the late 
Amec, the 
group, to establish a develop- 
ment company, working in 
partnership with local 
authorities and government. 
In 1993, he continued to 
work closely with the public 
sector and private enterprise 
as chief executive of English 
Partnerships, the develop- 
ment organisation. He 
believes that suspicion 
between the public and pri- 
vate sectors has given way 
to pragmatism and enlight- 
ened self Interest, producing 
dynamic partnerships that 
will make regions work. 

After three years at 
English Partnerships, Mr 
Taylor returned to Enter- 
prise last year as its chief 
executive. Enterprise has 
built up a substantial prop- 
erty portfolio, buying up and 
reclaiming sites left behind 
by shrinking industries. It 
also runs programmes of 
training and business sup- 
port services. Now a public 
limited company on the 
junior Aim market, Enter- 
prise continues to draw 
together the vital compo- 
nents of ' development, 
according to Mr Taylor. 

“Each element of the strat- 
egy reinforces the other. If 
you've got the right indus- 
trial accommodation but no 
venture capital, or you've 
got the venture capital but 
no access to high quality 
training, you've got only sin- 
gle aspects of that strategy. 
Dur view is that this cannot 
work as well," he says. 


“The gnvp mmBTrt turn got 
to tackle the wasteful inter- 
regional competition which 
currently goes on," says Mr 
Taylor. 

To not against competi- 
tion. It’s important ' ♦"hat the 
regions should be able tosay - 
wfaat 3s strengths and capa- 
bilities are, hut you hove to 
be careful the way you use 
public money and you 
mustn’t just use 3 to heat 
each other ova: the head.” 

His own priority, he says, 
is to build Enterprise into 
the most successful company 
of its kind in Europe and to 
get Pre6ton North End foot- 
ball club, of which he is a 
director, into the premier 
league. He is confident he 
will achieve both. 


CouHBriiaia Hre without 
big subsidies to attract 
overseas investors? Even to 
hint at such an Idea Is 
heresy within the economic 
dev elopment cozDOtonity* 
jiiim Finch, meottro 
of the Bast Midlands - - 
'DevedicvHnentCkmQiany,' - 
was aware of that when he 
told the FT earlier this 
month: -“We should be 
asking ourselves whether 
we need to be providing 
these kind of sobstdiesr If 
we didn’t offer Incentives 
we might lose toe odd 
investment, . bto in toe long 
rau tieristons would be 
made according to business 
needL”- ’ 

• Sock ideas can go down 
badly, wkhtooseat toe • 
sharp aid. Spooling 
recently at a dinner 
spons o red - by the Welsh - - 
Sevefopmetit Agencyaboot 
toe need to avoid * subsidy . 
war,I was buttonholed: 
afterwa rds by a WDA . 
official- a vaBeyab ay> who 
disputed the thesis with 
passion. “You’re wrongT ... 
hewdd. **¥tm don’t know : 
whatltVlite tryingtOG 
create joferiri an. area at .-v- 
MghJmemployinent"' * 

/inlllngnff lwwafnwrf - 

subsidies overnight isnota- 
practical option. It would • 

. be mxfafr to Areas snob as ■- 
Wales andnorth-earir 
- Engl m r d r oo mp aratl ve l y! - '. 
■poor reghmswitcre toe jobs - 
matter. ; - 
•• Britofa hashwm .* 


alleged job-poaching. 

In toe international 
context, however, Britain’s 
internal squabbles look 
minor. Europe is becoming 

addicted to larger 
incentives. The result is a 
challeng e that Britain will 
not be able to ignore. 

. The trend has. turned 
- Germany, for instance, into 
one of the EU*s most 
subsidised The 

: European Commission, 
having almost solved a 
dispute with Germany over 
illegal state aid to 
Volkswagen, is reopening 
' Investigations into aid 
provided to BSL, a complex 
of chemical plants now 
owned by Dow Chemical of 
the US. Another 
investigation is taking 
■place into state aid for 
Westdeotsehe Landesbank, 

. Germany's biggest publicly 
owned bank. 

The difficulties of 
absolving eastern Germany 
are often blamed hut public 
subsidies were growing in 
west Germany, even before 
: rrontfleation. Subsidies to 
. Industry are now second 
only to those hi Italy. The 
Commission believes this -- 
and examples occur "• 
elsewhere in Europe - 
distorts the single market 

Looming' above it all is 
the competition from 
eastern Europe - tow costs, 
attractive tag regimes and 
aid pgtoages. British, 
officials knowafl about It. 
Many UK regions have lost 
Inv es to rs to Poland, •'■ 


lefesl subsii^ than other s Hungary and the Czech 
European Ihrfmcouirfrtes ^ Republic. 
: ^»7^tSecteI^yeenr r '. •£: - It would be folly for 
creating hew fobs? • ‘ Britain to keep up with 
andS3,006 assodatedjobs,' bidding ofthis ferocity. If 

hue third of MI toward ' z 

investment trithe EU. '•£ 
likelier not, though,^ ~ 

Snhstdyisbn toe agenda 
partly hecauseaTthe fiacre - 
. argument between fojgfohr 
. Wefehand Scottish ' .' •;.* 


subsidies are constantly 
raised thebenefits are 
swamped by the costs. Bat 
the challenge most be met 
to other ways: Britain must 
attend to what investors 
want .:■ 

’ Paramount Is the 


availability of skilled and,' 
trainable employees. The -'f 
country has done well but 
now has sWU shortage. 
and* as the labour market; - - 
tightens, there are reports . , 
of toward inventors - . 
poaching eacb other's staff. 
There are fears too, as • 
unemployment foils, that - 
future investors will endup 
hiring poorer quality staff * 
- to the detriment of the 
UK's reputation.' 

This 1 b ime of many ‘ 
reasons why education is 
the most Important iasue. B 
the UK wants investors to 
bring projects which create-: 
work In design, research 
and development. It must 
provide trained and 
creative minds to 
undertake it. In the 
meantim e, Britain will 
have to be sold using every 
advantage it possesses: 
language, a good t rans port 
and technical 
infra structu re, pleasant - - 
environment, low taxation , 
reasonable labour costs add 
the opportunity to expand '- 
within EU tariff ban-ten. ‘ . ' 

It win behind for Europe 
to prevent spiralling 
subsidies. It is hard, for 
instance, to devise an 
EU-wide monitoring system"; 

■ff» mMi a^I +1 n» MAton 

ways of influencing a 
project's finances: 
provision of roads and sites 
ata discount; low corporate '■ 
taxes such as in Ireland; 
additional regional reliefs; 
loan guarantees, which are ; 
often given in Germany by 
regional state-controlled 
banks. 

The British government - 
has the opportun ity to 
make a contribution, 
however. Might it become a 
key theme of tile 
forthcoming British 
presidency of the EU? 

. Having declined to play a 
leading role on economic - 
and monetary union, why 
not reassert British 
influence on an issue where 
it has a potentially forceful 
argument At least, Britain 
can set an example by 
refusing to get deeper 
involved in untrammelled 
grant-giving. 
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Regional heavyweights 
now a powerful force 

A substantial restructuring of one of the oldest professions has 
seen a new breed of tough entrepreneurs stealing work from 
under the noses of London firms, says Ian Hamilton Fazey 
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Britain’s corporate law 
business has a new look. 
Much of what used to be a 
London fiefdom has been 
wrenched from t.h»» hands of 
tomans firms of solicitors in 
the City. In little more than 
10 years, a new breed of 
tough, entrepreneurial law- 
yers has seized market share 
and tens of millions of 
pounds of fees. They live and 
work in the UK regions. 

The change is having a 
profound effect an life out- 
side London. Commercial 
law offers plum jobs. High 
incomes drive commercial 
and domestic property mar- 
kets and bolster local spend- 
ing power. There have 
always been affluent lawyers 
in towns and cities outside 
Loudon, but now there are 
many more of them. 

Their advice on mergers 
and acquisitions, corporate 
finance, banking, finaririal 
services, property and all 
other questions of commer- 
cial law is as good as anyone 
else’s. Many have substan- 
tial London offices and are 
stealing work from under 
famous firms’ noses. 

Their clients like the 
choice now available to 
them. "Many companies that 
have traditionally used Lon- 
don-based law firms see 
these heavyweights as a 
force to be reckoned with," 
says Paul Lee, chairman and 
senior partner of AdtHeshaw 
Booth & Co. 

His own firm straddles the 
Permines with spanking new 
offices In Manchester and 
Leeds. These house 88 part- 
ners, 289 fee-earners, 49 
trainee solicitors and 18 
legal executives in a total 

c 


complement of 910 people. 
They have done what Mr Lee 
rails big “city-calibre" d ea l s 
recently for Trinity Interna- 
tional Holdings, United Utili- 
ties and Afrtours, all of 
which are based in 
north-west England. 

Because such law firms 
provide their services 
locally, they save busy chief 
executives and finance direc- 
tors the hassle and cost of 
going to London. One refu- 
gee solicitor from London 
who became a partner in a 
northern firm confessed 
astonishment at going to 
visit clients rather than 
waiting for clients to come 
to her. This also helps 
explain the firms’ success. 
“It does wonders for working 
relationships and the lawyer 
gets to know the client so 
much better,” she says. 

London's “Big Bang” of 
1986 was the catalyst for 
these changes because it 
emphasised London's role in 
international markets, 
rather than thw uk national 
one. Suddenly, ElOQm compa- 
nies based outside London 
were small beer. Company 
chairmen were fobbed off 
with junior partners when 
visiting London and rarely 
saw the same partner twice. 

Well-established commer- 
cial law fi r ms outside Lon- 
don seized their opportunity, 
offering “relationship" advi- 
sory services, with the same 
quality of advice to that of 
London and, in the late 
1980s. fees of £140 an hour 
against London's £280. 

Most regional firms were 
still relative minnows, how- 
ever. In many cities and 
towns, one would dominate, 
t 


possessing a franchise as the 
profession’s local leader. 
This started changing 
aro un d 1987. 

Alan Bottomley, head of 
A. V. Hammond In Bradford, 
showed the way. He formed 
Hammond Suddards with a 
smaller Leeds firm, but 
moved headquarters to 
Leeds. The profession has 
hardly paused in its own 
mergers and acquisitions 
scramble ever since. 

Dibb Lupton, another 
Leeds firm, merged with 
Broomheads, the Sheffield 
local leader. Leeds became a 
hotbed of competition 

between these two emergent 
giants and other local lead- 
ers such as Hepworth & 
Chadwick. Simpson Curtis, 
Booth & Co and Walker Mor- 
ris. Competition spread 
beyond Yorkshire to super- 
regional and national mar- 
kets. 

Dibb Lupton Broamhead 
and Hammond Suddards 
opened offices in Manchester 
to compete with firms such 
as Addles haw Latham & 
Sons, Alsop WOkinsan and 
Alexander Tatham, the last 
making a national name for 
itself in securing compensa- 
tion fiff the victims of the 
Bartow Clowes scandaL 

All, however, had a com- 
mon enemy in London, what 
has happened since has been 
a rationalisation of regional 
forces, with more mergers or 
rebranding and tigh tening of 
inter-city networks to enable 
better-founded alliances to 
form. The new regional 
heavyweights have emerged 
from this process. 

Among the heavyweights, 
Addleshsw Booth - formed 
<K 



Paul Law Companies that have tra di tio n ally used London-based 
law firms see these heavyweights as a ferae to be reckoned with' 


from the merger of two Man- 
chester and Leeds leaders - 
is hut the latest It is also 
part of the Norton Rose Ms 
Group, a national alliance of 
independent law firms which 
includes Norton Rose in Lon- 
don, Wragge & Co in Bir- 
mingham, Mffls & Reeve tn 
Norwich, Burges Salmon to 
Bristol and Bond Pearce in 
Plymouth. 

Another alliance is 
Eversheds, which promotes 
itself as a national brand, 
although the individual 
firms which once operated 
under their own names do 
not pool their foe income, as 
is the case with full-blooded 
mergers. The former Hep- 
worth & Chadwick of Leeds 
and Alexander Tatham of 
Manchester are an excep- 
tion, having formed a single 
Transpennine firm within 
the Eversheds grouping, 
which also has a presence in 
Birmingham, Bristol, Brus- 
sels, Cardiff, Derby. Ipswich, 
Jersey, London, Middles- 
brough. Newcastle, Norwich, 

and Nottin gham. 

The original “Dibbs” is 
now Dibb Lupton Alsop. hav- 
ing merged with Alsop Wil- 
kinson, itself a merger of 
prominent firms in Liver- 


pool. Manchester and Lon- 
don. Simpson Curtis, 
another of the leading Leeds 
players, is now Pinsent Cur- 
tis of Leeds, Birmingham 
and London. 

The effect is that most of 
Britain now has access to 
serious legal services. A 
strong second tier of good 
regionally-based law firms 
compete at national and 
international level in areas 
such as Insurance, licensing 
and Intellectual property- 
Many of these have also 
been merging to form stron- 
ger regional groups. 

The price differential with 
London is also changing, not 
least because some of the 
capital's lawyers - particu- 
larly those who suffered 
badly from crashing prop- 
erty prices and the recession 
- have been forced to lower 
their rates to compete. 

All this has happened in 
scarcely more than a decade. 
Most lawyers think the pat- 
tern is now set, but what has 
occurred is nothing short of 
a substantial restructuring 
of one of the oldest profes- 
sions. if the law has a con- 
servative image, it does not 
now deserve it tn UK com- 
mercial markets. 
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TOWARDS THE MILLENNIUM 


Conditions look ripe 
for development 


While the region still relies on traditional 
industries, rt needs a high-tech sector to 
be built quickly, says Richard Wolffe 


In 2001 it promises to be a 
showcase for the latest tech- 
nology and an inspiration to 
the engineers and scientists 
of the next generation. 
Today it is a bleak patch of 
mud near a flyover and sur- 
rounded by derelict indus- 
trial blocks. 

Millennium Point is one of 
the largest millennium pro. 
jects In the UK, a £UL6tn 
high-tech dream in Birming- 
ham's city centre. The ambi- 
tions project aims to point to 
the fixture of the West Mid- 
lands - Britain's manufac- 
turing heartland - as weEL as 
celebrating its past at the 
birth of the Industrial Revo- 
lution. 

The only problem is 
the region remains stub- 
bornly reliant on products 
and markets which have 
barely changed its industrial 
landscape since the war. In 
spite of the huge mawnfar. 
turing job losses of the 1970s 
and '80s, one in six jobs 
directly depends on manu- 
facturing car parts. 

Amid concerns of an 
impending shake-out among 
the 2.000 automotive suppli- 
ers in the region, business 
leaders are attempting to lay 
the foundations for manufac- 
turing in the next century. 
On a greenfield site stretch- 
ing over 137 acres to the 
north of Birmingham, they 
hope to attract a £l.5bn 
investment in a new semi- 
conductor plant 

The site, at Peddimore. has 


Vehicle production 


proved highly controversial 
with local environmental- 
ists. But the government, 
which approved the plans 
this summer, agrees on the 
region's need for an electron- 
ics industry, without which, 
it is claimed, fast-growing 
companies of the fixture wQl 
simply bypass the West Mid- 
lands. However, clearing 
green land is only a first 
step towards securing an 
investment which is forecast 
to create 4^00 jobs. 

Philips, the Dutch elec- 
tronics group, is understood 
to be the most likely inves- 
tor to build such a plant But 
for the few businesses 
already trading with the 
computer industry, the 
region is still failing to 
understand the needs of 
companies in electronics arid 
information technology. 

“The future is high-tech,” 
says Peter Rigby, chairman 
of Specialist Computer Hold- 
ings (SGH) and fhalrman of 
Millennium Point 

“But the perception we 
have to turn around is that 
the Mi dlan ds is not a natural 
home for high-tech. If we 
want to be taken seriously 
about winning this type of 
investment there has to be a 
massive co-ordinated effort 
to show we can provide the 
right infrastructure.” 

SCH, a privately-owned 
computer sales and services 
group, says it received no 
assistance In expanding its 
base in Birmingham, adding 


200 jobs to its 1,000-strong 
workforce tins year. 

West Midlands Develop- 
ment Agency - which pro- 
motes the region to inward 
investors - acknowledges 
that thp importance of tradl- 
tional manufacturing is 
overstated. A forthcoming 
review of the region's econ- 
omy, written by Birmingham 
Universit y 's centre for urban 
and regional studies, admits 
that high-tech companies 
have been undervalued. 

But WMDA can at least 
call on some of the most. 
a ttracti ve packages of gov- 
ernment and EU grant aid in 
the UK It also lays rfaim to 
a transport network with 
close links to existing elec- 
tronics companies in the 
south-east, south Wales, and 
the north-west 

Paul Richards, chief execu- 
tive of WMDA. argues the 
region can establish a new 
industrial sector by drawing 
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on its strengths. He says 
potential investors are 
looking for “an engineering 
culture, a workforce used to 
a manufacturing environ- 
ment They are also inter- 
ested in supplying pyj<*Hng 
manufacturers, including 
the automotive industry, 
with electronics.'' 

However, WMDA admits it 
would take another semicon- 
ductor plant - on top of the 


Peddimore investment - to 
encourage the development 
of suppliers in the region. 
Until that point the benefits 
of. a new plant are more 
likely to be felt by suppliers 
around existing plants in 
south Wales. 

In some corners, the 
region has established a base 
in consumer electronics. In 
Telford, for instance, 
Epson’B computer printer 


plant has overtaken GKN. 
the engineering group, as 
the town’s largest employer. 
The company has 2,500 
employees compared to 650 
employees just three years 
ago. A cluster of new com- 
puter businesses - such as 
the Taiwanese computer 
supplier Enta Technologies 
- is begiiming to emerge 
from existing Chinese and 
Japanese investments. 


But most of Telford's elec- 
tronics plants remain assem- 
bly operations, with little 
research and development 
while many of the region's 
innovative companies 
remain small-scale, includ- 
ing several internet service 
businesses. Other IT players 
include Financial Objects, 
set up by Apricot’s founds* 
Roger Foster, which devel- 
ops banking software with a 
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team of 26 in Halesowen. 

“It is wrong to try to con- 
vince investors we need 
them because we have an 
economic problem." says Mr 
Richards. “It is much more 
important to stress the appli- 
cations of the technology - 
in our world-class universi- 
ties and existing industries. 
What we are saying is that 
the conditions are ripe for 
development.” 
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THE MOTOR INDUSTRY 

Two stories, 
one industry 

Richard Wolffe on the conflicting 
elements in the region’s automotive sector 


Where business 


succe 


a cast-iron 





It reads like a tale of two 
industries. One reports 
record investment levels, 
competitive products and a 
strong confidence in its own 
future. The other predicts - 
in the words of one director 
- “an Armageddon scenario" 
of thousands of job losses 
and an imminent collapse of 
hundreds of companies. 

They are. in fact, two sides 
or the same Midlands auto- 
motive industry, where the 
confidence of carmakers con- 
trasts sharply with uncer- 
tainty among suppliers. 

Rover, the dominant car- 
maker in the region, is bull- 
ish. with the prospect of 
almost £lbn of investment in 
three projects by its German 
parent BMW. By 2000. a new 
engine plant will be built at 
Hams Hal) near Birmingham 
and a new Mini car will be 
in production at its historic 
Longbridge plant. At Land 
Rover's plant in Solihull, the 
company has invested in a 
giant paint shop to raise pro- 
duction of the new Fredan- 
der model. 

Further investment is 
expected at Longbridge by 
the millennium, as the ram- 
bling factor)' launches new 
models. Rover managers 
want the plant to move from 
producing 322.000 cars on six 
different vehicle platforms, 
to making 500,000 cars on 
just three platforms. 

Meanwhile Jaguar is pre- 
paring its under-used Castle 
Bromwich site in north Bir- 
mingham for production of 
the new smaller saloon car, 
the X200. With a £500m 
investment by its US parent. 
Ford, the plant is installing 
new production lines, floor- 
ing and a new paint shop. 
For Jaguar, the expansion 
means doubling its produc- . 
tion from just 45,000 cars of 
two models - the XJ saloon 
and the highly successful 


XK8 sports car - to almost 
100,000 with the new model. 

At LDV, the bespoke van- 
maker, executives are 
talking to other manufactur- 
ers about Joint ventures to 
develop new models. Four 
years after the collapse of its 
old parent Leyland-DaL the 
management-owned com- 
pany has doubled its output 
to about 18,000 vans. 

In spite of recent Indus- 
trial disputes, even Peugeot 
in Coventry Is feeling more 
confident after Its French 
management confirmed it 
would build a second model 
in the UK beside the 306. 

But for the region’s com- 
ponents companies - the 
backbone of the industrial 
base in the West Midlands - 
the future is for less certain. 
Globalisation of purchasing 
among carmakers Is leading 
to widespread consolidation. 

“Our reports show that 
maybe 30,000 jobs could be 
lost in this region and up to 
L500 companies could disap- 
pear off the face of manufac- 
turing,” says Roger Cockraft, 
automotive consultant at 
KPMG in Birmingham. 

Raising standards within 
the sector Is the key to the 
innovative £39m World Class 
Supplier Base programme 
being run by Birmingham 
training and enterprise 
council to lift the quality of 
manufacturing across the 
region by forging closer con- 
tacts between carmakers and 
500 small suppliers. 

Meanwhile, globalisation 
is forcing changes. Bob Gil- 
bert, head of the automotive 
unit at Wragge and Co solici- 
tors, says; “Midlands-based 
vehicle manufacturers have 
said to same of their compo- 
nent suppliers that they buy 
from a different supplier in 
the US and the. two should 
get together. There has been 
enforced joint venturing.” 
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ETHNIC BUSINESSES 


Minorities make their mark 

As ian entrepreneurs are having a big impact on the region’s economy, says Richard Wolffe 


They rank among the 
richest businessmen in 
Britain; they are courted by 
political leaders; they trade 
easily in international mar- 
kets. Asian entrepreneurs 
have transformed their per- 
sonal fortunes over the past 
25 years. These are now esti- 
mated to be worth about 
£5bn in the UK. 

Across the West Midlands, 
where ethnic minorities rep- 
resent some 8 per cent of the 
population, the rise of eth- 
nic businesses has had a 
dramatic effect on the 
regional economy. 

In metal-based manufac- 
turing. food processing, res- 
taurants and retailing, busi- 
nesses with south Asian and 
Far Eastern backgrounds 
have moved rapidly into the 

mains tream. 

Ethnic food has proved 
one of the most remarkable 
of successes, giving birth to 
a number of substantial eth- 
nic companies. KTC Edibles, 
which manufactures and 
packages edible oils in Bir- 
mingham, began trading is 
1973 with a turnover of 
£500.000. Today the compa- 
ny's sales are growing at 10 
per cent a year and stand at 
£40m. 

Much of the growth has 
come when such companies 
have moved across into the 
mains tream. 

“Although we started off 
by selling 90 per cent Asian 
foods, it is now probably 
Just 20 per cent," says Jlndy 
Khera, the managing direc- 



v \ \ 


\ V v . 


rc\\\ 


M3te Bakfrey and George Kherd of KTC ErSdas: food has proved a r emar kable success 


tor of KTC Edibles. 

“A lot of the growth has 
come from a demand for 
chilled Asian foods in the 
multiples, because we sup- 
ply the manufacturers of 
those ready-cooked meals," 
he adds. 


In the Chinese . commu- 
nity. similar trends have 
driven expansion among 
food companies such as 
Wing Yip. which imports 
food to four warehouses 
across the UK. 

In recent years, supplying 


Chinese food sauces to 
hotels has helped to raise 
Wing Yip’s turnover to some 
£60m. from £25m a decade 
ago. 

However, the performance 
of ethnic businesses is by no 
means a tale of uniform sue- 


INWARD INVESTMENT 


Losing out to competitors in the east 

While the region has been chosen for many projects, eastern Europe has proved more alluring to some 


Like many regions, the West 
Midlands is finding the Inter- 
national competition for 
inward investment intense, 
particularly from eastern 
Europe. It has recently lost a 
number of projects to 
Poland, including Isuza of 
Japan, which decided six 
months ago to locate a diesel 
engine plant there, creating 
650 jobs. 

“We were very disap- 
pointed it took the accoun- 
tants' view." says Robert 
Haymon -Collins, director of 
regional development at the 
West Midlands Development 
Agency. “The Poles put a lot 
of money on the table. The 
UK does not do that very 
much, in spite of impres- 
sions to the contrary." 

Last year 76 inward invest- 
ments worth £2.6bn were 
recorded in the region: the 
number of new jobs created, 


at 4500, was below the fig- 
ure for the previous two 
years, but the number of 
existing jobs safeguarded 
reached a record 15,000. 

The largest number of 
investments came from 
North America, followed by 
Europe and Asia. The aver- 


age value of projects fell, 
though there was a strong 
increase in capital invest- 
ment by overseas companies 
already in the region. 

The West Midlands Devel- 
opment Agency met its own 
targets and has had a good 
first half this year, attract- 


Grants: a tempting package 


It is not just file level of 
manufacturing expertise 
that attracts inward inves- 
tors. The West Midlands 
also boasts one of the most 
tempting packages of Euro- 
pean Union and UK govern- 
ment grants across the 
country. 

The only drawback for 
the region is that the 
grants are unlikely to sur- 
vive in the same form 


beyond the millennium. 

The West Midlands cur- 
rently draws around £l40m 
a year from the ElFs struc- 
tural funds, particularly 
across Birmingham , and the 
Black Country. Mach of the 
same industrial land has 
full development area star 
tos, providing the maxi- 
mum level of grants from 
fixe government 

Elsewhere, the rural west 
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ing li Investments cresting 
935 jobs, a 22 per cent 
increase on last year.. New 
companies include Multfma- 
tics of Canada, an automo- 
tive supplier of hinges and 
trims which will create 350 
jobs In Coventry. 

Projects tend to be small 


and north also qualify for 
EU and government grants 
to help diversify agricul- 
tural economies. • 

Such grants are already 
under review, as the ; EU 
seeks to reduce substan- 
tially its regional aid to 
deprived areas such as the 
West Midlands by the end. 
of 1999. 


JOINT VENTURES 


or medium sized, due to file 
lack of large greenfield sites, 
but after the government's 
controversial decision to 
allow land near Sutton Cold- 
field to be used to attract a 
£l_5bn semiconductor invest- 
ment, the agency is talking 
to companies in Europe, 
North America and Asia. 

Automotive components 
account for the largest 
amount of investment, bat 
services are growing and 
there are signs of Interest in 
establishing R&D facilities. 
An announcement is due 
soon about a Korean rubbers 
and plastics c ompany which 
will establish its European 
technical centre in Solihull. 
“It’s only 35 jobs but it could 
well be the precursor of 
other things," says Mr Hay- 
mon-Co lHna 

Brian Groom 
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No easy ride for 
investors 

International alliances are becoming 
common but are not necessarily easy to 
manage, says Richard Wolffe 
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Inward Investment may be 
the holy grail of economic 
planners, but the pressure of 
international markets Is 
increasingly pushing UK 
companies to working along 
overseas companies both at 
home and abroad. 

Joint ventures with inter- 
national businesses have 
become a common strategy 
among West Midlands com- 
panies in the search for new 
markets or new technolo- 
gies. But the path to success 
for such ventures has hardly 
proved smooth. 

W Canning, the speciality 
chemicals company based in 
Birmingham, started plan- 
ning Its Chinese joint ven- 
ture four years ago. The aim 
was to manufacture low- 
technology products for local 
markets In electro-plating. 

With a fast-growing mar- 
ket to serve and the prospect 
of lower duty payments, 
Canning joined forces with 
its Hong Kong distributor to 
build a plant outside Shang- 
hai which was officially 
opened this month. 

At a cost to Canning of 
9500,000, the plant is planned 
to produce 1,000 tonnes of 
chemicals a year, represent- 
ing 5 per cent of the group’s 
output. 

“It has been expensive in 
terms of time,” says David 
Probert, Canning’s chair- 
man. “We examined several 
sites to find the best one and 


there were a lot of frustra- 
tions. We actually found a 
riiffwwnt site originally, arid 
won planning consent, but 
were turned down when we 
went for detailed consent 

“You cannot rush these 
things. The distance, bureau- 
cracy, and the misunder- 
standings which can creep 
in, all mean that you cannot 
hurry things up." 

At Britax International, 
the aircraft and automotive 
products group, similar cul- 
tural problems have caused 
delays and added casts an a 
joint venture with a Japa- 
nese partner in the UK. ■ 

Britax launched its joint 
venture with Koito of Japan 
to develop front lighting 
products to complement its 
range of rear lighting, in line 
with the globalisation of 
automotive components. But 
progress has been far slower 
than expected and the joint 
venture, which started in 
March 1996, is not expected 
to reach production of head- 
lamps for another two years. 

Richard Marton, chief 
executive, says: “Our experi- 
ences are that the Japanese 
are good people to work with 
but their philosophy is dif- 
ferent to ours. They are 
much more pedantic and less 
pragmatic than we are. If we 
have a problem, we address 
it much more quickly, while 
they go through a much lon- 
ger thought process.” 
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cess. In fact the rise in pros- 
perity among ethnic commu- 
nities has itself damaged 
some long-established busi- 
nesses in the regain. . 

Dipak Shelat, of the Insti- 
tute of Asian Businesses in 
Birmingham, says: “Smaller 
corner shops are finding 
that Asian families who 
would be their main custom- 
ers in inner-city areas are 
going to the large shopping 
centres out of town. Like 
any other families, they 
want somewhere with enter- 
tainment because they .have 
the same aspirations as any- 
one else.” 

But the stereotype of the 
successful Asian entrepre- 
neur is also proving a handi- 
cap to other ethnic groups, 
especially the Afro-Carib- 
bean community. Black 
businesses in the region say 
banks are particularly 
guilty of adopting racist 
attitudes. 

Clyde Pile, managing 
director of Glass Processing 
and director of Black Busi- 
ness in Birmingham, says: 
“Blade businesses still face 
a bad reaction from the 
mainstream funding agen- 
cies because of their very 
colour. 

“Small businesses even 
understate their require- 
ments to banks, just to get 
what they can to keep 
going. simply see 

Asian businesses as having 
a lot more cash and less of a 
risk factor than blade 
people." 
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TRANSPORT 

A double edged sword 
for the region 

A location where motorway and rail 

systems cross is an advantage but it also ^ ht w l!S.t p JS* I Sie““ 

brings congestion, says Brian Groom tag infrastructure. Hie se 


Transport is both the West 
Midlands’ strength and its 
Achilles' Keel lis~ position at 
the' crossroads of the motor- 
way and rail systems makes 
it accessible; but also 
attracts heavy traffic. The 
urban part of the motorway 
system is becoming very 
congested. 

“Most of the time the area 
is accessible but it only 
takes an incident to bring 
the M6 to a halt That is hap- 
pening increasingly," says 
Tony Bradley, director of 
policy at Birmingham Cham- 
ber of Commerce and Indus- 
try. 

Four big infrastructure 
projects promise to make a 
difference to travel in the 
West Midlands: the govern- 
ment's go-ahead last July for 
the controversial Birming- 
ham northern relief road; 
Virgin Rail's ground-break- 
ing agreement with Rail- 
track for a £2.ibn upgrading 
of the west coast main line, 
which will allow the intro- 
duction of 140 inph tilting 
trains; the Midland Metro 
tram system, under con- 
struction after more than a 
decade on the drawing 
board; and the start of work 
on the £T6m first phase of 
the £260m expansion of Bir- 
mingham airport. In addi- 
tion, there is a new rail 
freight terminal at Hams 
HalL 

Environmentalists fought 
a hard campaign against the 
northern relief road, the 
UK’s first toll-paying motor- 


way. and the battle may not 
be over yet They are consid- 
ering a legal challenge when 
the government issues the 
formal instruments confirm- 
ing the road early next year. 

Midland Expressway, 
owned by construction 
group Kvaerner and tolled 
motorways operator Autos- 
trade, is preparing to raise 
the £600m needed to go 
ahead with the scheme, 
scheduled to open in 2002. 

Tom S mith, manag in g direc- 
tor, is confident the compa- 
ny’s 53-year concession will 
prove commercially viable. 

The environmental lobby 
says it will do nothing to 
relieve traffic congestion in 
the West Midlands. Mr 
Smith says it should not be 
judged In those terms, but as 
a strategic route in its own 
right “It gives motorists the 
option of avoiding roads that 
are known to be congested. 
If those -roads are still con- 
gested after we have built it 
there are different needs 
which need different solu- 
tions," he says. 

Excitement has been gen- 
erated by Virgin’s deal with 
.Rail track to allow west coast 
main line trains to run at up 
to 140 zoph by 2005, reducing 
the journey time between 
Birmingham and London to 
1 hour from l hour 40 min- 
utes. In turn this will be a 
boost for Birmingham air- 
port passengers from North 
America and continental 
Europe will be' able to get to 
London quickly via Birming- 


ham International station. 

Meanwhile, Virgin must 
cope with problems caused 
by the west coast line's age- 
ing infrastructure. The ser- 
vice was among those critic- 
ised recently by John 
O'Brien, the rail franchising 
director, for poor punctual- 
ity. 

The Midland Metro 
between Birmingham Snow 
Hill and Wolverhampton Is 
due to open next summer. 
There are plans to add three 
extensions: one linking Wed- 
nesbury with the giant shop- 
ping centre at Merry Hill 
near Dudley; another from 
Snow Hill through Birming- 
ham city centre streets to 
New Street: and a tram loop 
around the centre of Wolver- 
hampton. 

The operator will be West 
Midlands Travel owned by 
National Express, which also 
controls most of the region's 
buses and coaches and won 
the franchise to run Central 
Trains. In spite oT the lack of 
competition, the transport 
authority Centro believes 
there are benefits from inte- 
gration to be gained from 
having a dominant operator, 
such as joint ticket arrange- 
ments. 

Will all these develop- 
ments be enough to solve 
the region's transport prob- 
lems? “There probably needs 
to be more,” says Mr Bradley 
of Birmingham Chamber. He 
is disappointed that two fur- 
ther Metro lines look 
unlikely to be built He also 
believes that for the go v ern- 
meat’s proposed integrated 
transport policy to work, it 
will have to provide more 
public funds for Infrastruc- 
ture. 
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With its local access, the service sector is giving clients the personal touch 
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Winning the title of law firm of the 
year might be seen as a cue for back- 
slapping among partners. Bui the suc- 
cess of Wragge & Co has focused more 
attention on the future of the Birming- 
ham-based firm. 

The rise of Wragge has won pla udits 
from even its closest competitors. Five 
years ago the firm had 300 staff and 
turnover of £12m. Today Wragge has 
570 staff and turnover of £33m. and win 
recruit another 50 staff by »«*** spring. 
Unlike many of its rivals, the firm has 
built itself around one office - rather 
than expanding nationally - working 
with la r g e quoted companies such as 
British Airways and GEN. 

John Crabtree, senior partner, 
acknowledges there is a question over 
whether the firm will merge: "We are 
very attractive. One of the conse- 
quences of having some success is that 
we attract ambitious people, who will 
want us to move into differ ent market 
places.” he says. 

Wragge is not the only firm to be 


contemplating future tie-ups. Of the 
top four legal firms in Birmingham — 
Wragge, Eversheds, Pinsent Curtis and 
Edge & Ellison - three have been 
linked to possible mergers. Evereheds 
is the only firm to seem relatively 
secure in its role as a national law firm 
.with clients across the couniry. 

Pinsent Curtis and Edge & Ettkson 
were in merger talks with each other 
this year, but broke off the deal when 
news of the discussions leaked. Both 

flrmg now claim they- ram pu rs u e their 

own strategies independently. Pinsent, 
like Wragge. has matured a reputation 
for quality and serving the largest com- 
panies in the region. With offices in 
Leeds »»d London, fh*> Him )s aiming- 
its fire at the mtddiaj^mirtng London 
firms. 

. Julian Tanks, senior partner, now 
says- he wants to expand nationally, 
in cluding a new base in Manchester. 
“The medium-sized London firms do 
not have a dear strategy, and cannot 
catch up with the leaders. We are now 
strong recr uiter s of Lawyers and clients 
from these firms, and stm have a cost 
advantage ova: them.” 






Alter several years of decline, 
Birmingham’s banking community 1ms 
been bolstered this year by a booming 
market in c o rpor a te deals. Driven by 
corporate restructuring among the 
larger quoted companies - as well as 
the npifft h inrng sale of famPyrna busi- 
nesses - venture capitalists in the 
region are celebrating substantial 
growth. 

The high level of deals has lifted the 
firepower of venture capitalists signifi- 
cantly in recent years, accor di ng to 
Kevin Reynolds, director of Nat West 
Equity Partners in Birmingham. At 
the beginning of the decade, deals 
worth more than £i0m would have 
been managed by London offices; 
today that figure has risen to some 
SUWm. 

For Birmingham^ only surviving 
merchant bank, Henry Ansbacher, the 
high level of corporate activity has 
doubled the number of deals being 
done, albeit from the tiny number of 
four to eight. 


Tim CofnuuL, director, says: “We 
focus very much on the smaller and 
medium sized public companies which 
a lot of the bigger merchant banks do 
not. Birmingham is at the heart of our 
marketplace.” 

However the biggest fillip to bank- 
ing in the region has come with the 
return of a continental European 
player in the shape of C&terale Bank 

erf Belgium. 

like other banks in the region, it is 
the close relationship with its clients 
which opens up the niche for G&terale 
Bank. 

“An increasing number of compa- 
nies are becoming aware particularly 
of our forex and for war d forex capabil- 
ity, and have tested ns out,” says Mac 
Cummings, director of the bank's new 
Birmingham office. 

“We also have the advantage of hav- 
ing a local dealer who can advise them 
on the day to day talk of the traders. If 
yon are only a company with a £i00m 
turnover, yon value that sort of chit- 
chat. We make a bit of a fuss of them 
in a way the London banks would 
not” 


THE ACCOUNTANTS 

hi spite of the recent wave of planned 
mergers, at a regional level the leading 
accountants are still engaged in a 
fierce battle to win the largest clients. 
While all the players stress the fact 
that their Midlands operations fit into 
a global strategy, their real focus is 
firmly set on the industrial base that is 
o utsid e their front door. 

KPMG attempts to set itself apart by 
concentrating on its closest clients. 
“Our belief is that we do not just go for 
global business,” says Terry Gateley, 
senior partner. “We have to focus on 
serving the local market That is the 
fundamental difference to where a 
number of our competitors are. 

“We may have a lot of clients with 
strong exports, but many are [small 
and medium-sized and not] not global 
businesses because that is what a lot of 
the West Midlands is made up of." 

All the large firms have developed 
industry specialists - particularly auto- 
motive experts - in an attempt to move 
closer to their clients, and further 


away from traditional audit services. 

Brian Woods-Scawen, senior partner 
Of Coopers & Ly brand in Bi rmingham, 
says that specialist services are 
designed to help clients deal with the 
globalisation of their markets 

“It is really an understanding of the 
issues tbat clients of all sizes are facing 
in the search for competitiveness, ” Mr 
Woods-Scawen says. “Even small busi- 
nesses are being driven by interna- 
tional markets and they are looking for 
specialists who can help them make 
those changes.” 

Price Waterhouse. Coopers’ planned 
merger partner, also pinpoints the 
global perspective as the key to its Bir- 
mingham business. 

David Hollingsworth, senior partner, 
says: “We are a global player and we 
have the organisation to match. It mat- 
ters to me what my partners in Munich 
are doing because we have a shared 
economic interest. 

“Our strategy is aimed at top-tier 
companies with complex business prob- 
lems that we can help to solve.” 
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• Birming ha m : Regional 
capital of the West Midlands 
and the UK’s second largest 
city with a population of about 
1m. Still takes pride in Its 
large historic manufacturers 
such as Rover cars and 
Cadbury chocolate. Largest 
employer Is now Birmingham 
council, in firm Labour control 

• Black Country; Industrial 
sprawl stretching north-west 
of Birmingham, taking in 
Dudley, SandweH, Walsall and 
Wolverhampton. Together, It 
has a population of about 1m, 
but the Black Country rarefy 
acts together. In spite of the 
severe recession of the early 
1980s, metal-based 
manufacturing still has a large 
presence. 

• Coventry: Motor city 
which crashed In the early 
1980s, losing 53^300 jobs in 
three years in a population 
which now stands at 300,000. 
Since then, services have built 
up steedSy, as wed as small 
technology c ompanies at Its 
science park. 

• Stoke-on-Trent: Centre of 
the Potteries, the duster of 
towns devoted to ceramics, 
which is stiD going through a 
peinfii restructuring In the 
face ctf stiff International 
competition. 

• Telford: New town on the 
edge of the region, with a 
strong reputation with 
international investors, 
particularly from the Par East 
SouCess town centre mbs 
shoulders with Ironbridge, the 
historic heart of the Industrial 
Revolution. 

• Sofihufl: To outsiders, little 
more than a suburban 
extension of Birmingham. But 
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Insiders pride themselves on 
the up-market cachet of the 
area, and a number of 
corporate headquarters have 
left inner-city streets for 
SofihulTs leafy avenues. 


The movers and shakers 


Richard Wofffe profiles some of the regions leading personalities 


Gary Allen 

Tbe genial chief executive of 
IM1 has transformed the Bir- 
mingham-based engineer 
into an international group 
with several high quality 
businesses. 

Born and educated in Bir- 
mingham, Gary Allen has 
been an IMI man for more 
than 30 years, joining tbe 
board in 1978. He now repre- 
sents the voice of manufac- 
turing at the Confederation 
of British Industry, and has 
become a strong backer of 
European economic and 
monetary union and tbe sin- 
gle currency. 

A non-executive director 
of the London - Stock 
Exchange, he also plays a 
prominent role locally as a 
director of the National 
Exhibition Centre and fronts 
the fund-raising appeal for 
Birmingham’s new chil- 
dren’s hospitaL 

His avuncular manner 
may be less brash than that 
of some of his engineering 
rivals, but it has helped him 
to smooth some tough deci- 
sions at what was once a 
classic Midlands metal-based 
manufacturer. 


Sir Anthony 
Bamford 


Chairman of JCB, the con- 
struction equipment-maker, 
Sir Anthony has been at the 
helm of the famous family- 
owned company Tar 22 years- 

The fnm panv - which is 
based in deepest Stafford- 
shire - is a rare examp l e of 
British manufacturing and 
design which has moved into 
global markets without 
ceding control to interna- 
tional investors. 

Born an the day his father 


started the engineering busi- 
ness in a lock-up garage, he 
prides himself cm spending 
time dreaming up new prod- 
ucts and plotting JCB’s 
future - rather than promo- 
ting the cnmptmy to share- 
holders or City analysts. 

In spite of his tough repu- 
tation with suppliers and 
dealers. Sir Anthony has a 
fiercely loyal workforce and 
likes to take a long-term 
view, of investments. 

A notable admirer of Mar- 
garet Thatcher’s premiership 
in the 1980 b, he baa recently 
moved closer to Tony Blair 
but is said to remain scepti- 
cal of the Labour party. Hav- 
ing once held a Conservative 
rally in the JCB factory,' he 
this year hosted a visit by 

Mr Blair -who praised the 

comp a n y as a shining exam- 
ple to the rest of the OK. 

Digby Jones 

JDigby Jones is a forthright 
lawyer with a larger-than- 
life personality. He became 
senior partner of Edge & 
EIHson solicitors in Birming- 
ham at the early age of 89, 
with a strong reputation in 
corporate finance. 

Alongside a string of non- 
executive directorships, Mr 
Jones is the next chairman 
of the Confederation of Brit- 
ish .Industry in the West 
Midlands. 

With a love of business 
combat, his hobbles combine 
racing a Sierra Cosworth 
with an interest in military 
history. 

In spite of his profile as a 
fixer, his biggest challenge is 
yet to come — how to fix the 
fortunes of his own firm, 
which has recently been in 
merger talks with a number 
of parties. 


Don and Roy 
Richardson 

Hie 67-year-old twins may 
have dominated property 
developing in the West Mid- 
lands for a generation, but 
their enigmatic influence is 
stm on the rise. 

Sometimes known as the 
New Earls of Dudley, the 
twins were bora in the 
shadow of a steel plant 
which they later developed 
into the giant Merry Hill 
shopping centre. 

Having left school at the 
age of 14, they followed their 
father in trading ex-army 
vehicles but soon spotted the 
chance to make a turn on 
Industrial land in the pfaefr 
Country. 

Now with an estimated 
personal fortune of more 
than ETQm, the twins have 
buffi a formidable reputation 
for regen e rating inner-city 
sites - such as the new Fart 
shopping centre in Birming- 
ham. Richardson Develop- 
ments is now spreading to 
Cardiff Bay, York and Man- 
chester. 

Strong supporters of the 
Conservative party, they still 
like to present themselves as 
the humble Black Country 
boys who made good. 

Peter Rigby 

Peter Rigby is surprisingly 
unassuming for a maw who 
has spent the past 25 years 
building . his computer busi- 
ness from an investment of 
£2,000 to sales of more than 
£50Qm. Specialist Computer 
Holdings (SGH) supplies and 
supports blue-chip custom- 
ers in 90 locations from its 
headquarters in Birming- 
ham. and has recently 
moved into high-street retail- 
ing with tiie Byte chain of 
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• Worcester: Favoured 
commuter dormitory for the 
region's executives, and a 
historic cathedral city with 
100,000 residents. Famous for 
Its porcelain and 


computer stores. 

SCH prides itself on hav- 
ing grown with almost no 
borrowings, although the 
expansion of Byte is a drain 
on resources, hi spite of his 
long career in the region, Mr 
Rigby has only recently 
risen to prominence with the 
receipt of a series of awards 
including business- 

man of the year. 

A quiet but f careful leader, 
Mr Rigby has proved a driv- 
ing character behind win- 
ning corporate sponsorship 
for Millennium Point, the 
region's landmark project 
for the next century in the 
shape of a Slim science and 
technology centre. 

David Ritchie 

Business leaders in the 
region consistently name 
this thoughtful civil servant 
as one of the most powerful 
dedsi on-makers in the West 
Midlands. 

Regional director of the 
government's office for the 
West Midlands, Mr Ritchie 
is, in fact, a Mancunian by 
birth and schooling but has 
become a passionate backer 
of his adopted home. 

His particular expertise is 
drawn from the department 
of the environment in plan- 
ning issues and inner-cities. 
But as regional director 
since 1994, he is now also 
responsible for transport, 
trade and industry, as well 
as education and employ- 
ment. 

Above all, bis office holds 
the purse-strings on the 
region's substantial Euro- 
pean Union and government 
grants. 

Mr Ritchie likes to apply a 
critical eye to the region’s 
industrial performance, and 
is a strong backer of moves 
to diversify into electronics. 


POSTCARD 


Sensitive hearts 
jBe&lrid - the - hard-man 
image .of Maflarals manu- 
facturing, there Hes a sen- 
sitive bori- - And nothing 
r is ~ntcre ses^tive to Brimk- 
nties than o uts iders - par- - 
ticolarly southerners - 
criticising Birmingham. 

- All tiie more surprising 
tfaeB. to food the Etrming- 
fism Post printing a fea- 
ture damning some erf the 
second, city’s finest prod-.-' 
uste - Rover cars, canals 
: and - the' gleaming new 
International Convention 
.Centre. The torrent of 
abuse which followed from 
readers was entirely pre- 
dictable.- Perhaps that’s 
whip- the normally forth- 
right editor Nigel HastOow 
wrote, ft trader the frame 
“Anonymous*. 

W -Stalemate 

At tite centenary ^ dinner of 
jhg Engineerin g Emp loy- 
ers' federation GEEF), the 
region's manufacturers cel- 
ebrated their success by 

Ji g gin g into the archives 
‘ of darker days. The EEF 
claimed to have found the 
minutes of one set iff talks 
it brokered between radons 
and bosses in the strike- 
ridden 2970s. "Unions: - 
‘Cough up’. Employers: 
190*-" Failure to agree was. 
recorded. 

tei Food for thought 
William Hague, the Conser- 
vative leader, tried to woo 
the Asian, vote by going for 
a balti breakfast in Bir- 
mingham. But If you want 
the authentic taste of the 
West Midlands you have to 
go to Cradley Heath in the 
Black Country. Ask for 
Ivan’s fish aim chip shop, 


' where tiie chef has devel- 
oped a special dish for the 
festive season: deep-fried 
Christmas podding, coated 
to fish batter. R apparently 
tastes crispy, but don’t 
worry - the chef says that 
the oil is low-in choles- 
terol. 

• Marketing mayhem 
Ptty the poor marketing 
twrm Amt tnw to p r o mo t e 
Birmingham next year. 
Can' anyone thtnir of a cam- 
paign which works for an 

of the following audiences: 
the G8 s ummi t of world 
leaders, the Ltans conven- 
tion of charity dubs, and 
the gloriously kitsch Euro- 
vision song " contest? 

“Europe’s Meeting Place”, 

the current slogan, to 
bursting at the seams. But 

the Birmingham Evening 
Mail’s effort - Boom-Bang- 
a-Xtrnm - has already been 
ruled out 

• Chasing the AGA crowd 
As Birmingham prepares 
to spend about £lbn 
revamping Its tired old 
concrete centre, the plan- 
ners have already owned 
up to a few-early mistakes. 
Brtmfleyplace, the canal-, 
based development next to 
the International Conven- 
tion Centre, is awash with 
theme pubs for the city’s 
large population of rich 
young drinkers. Now the 
connril wants to head up- 
market, with a few quieter 
haunts for the ovez^sOs. As 
Bryan Bird, deputy leader, 
puts it: “We’ve got the 
lager crowd, now we want 
the Aga crowd.” 


BUSINESS TRAVEL 

Getting the 
message across 

A series of events may help the city 
shake off a grim industrial image 
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Worcestershire sauce, as well 
as traditional metal-based 
engineering. Retail and 
tourism growing strongly. 

Richard WolfFe 


Next year will be a high 
point in Birmingham's 20- 
year transformation into an 
international centre for con- 
ferences and exhibitions. A 
series of events win under- 
line how far it has overcome 
its image as a grim, indus- 
trial city. 

The G8 summit, the 
annual gathering of the 
world’s leading industrial 
nations, will be held at the 
International Convention 
Centre in May, with 4.000 
media personnel expected. 
At the end of June, the Lions 
Clubs International Conven- 
tion, the world's largest, will 
bring 30.000 people to the 
National Exhibition Centre. 

The Eurovision Song Con- 
test will be staged at the 
National Indoor Arena on 
May 9, bringing in 6,000 visi- 
tors and attracting a world- 
wide television audience of 
about 300m viewers. 

“We have to make sure 
Birmingham’s message gets 
out on the back of these 
events," says Barry Clever- 
don, chief executive of the 
NEC Group. “It’s about qual- 
ity of life, about businesses 
that are here, about Bir- 
mingham as a place to visit, 
and the part we play in the 
British and world econo- 
mies. “There were those who 
thought the NEC was a 
white elephant when it 
opened in .1976. It was a 
visionary decision.” In 1991 


the Internationa] Convention 
Centre, Symphony Hall and 
National Indoor Arena were 
added. 

The NEC's latest expan- 
sion. adding four new halls, 
is due for completion next 
September, making the NEC 
Europe’s seventh biggest 
exhibition centre. 

All this comes under NEC 
Group, created by Birming- 
ham City Council and Bir- 
mingham Chamber of Com- 
merce and Industry. The 
group's deficit was £2.9m 
last year, but it is estimated 
to generate £438m a year in 
personal and business expen- 
diture - the NEC expansion 
will generate a further 
£l00m spend. 

The launch four years ago 
of Birmingham Marketing 
Partnership, involving the 
council and private sector, 
pulled the city together to 
welcome visitors. For the 
Lions convention, British 
Airways will 0y tbe board of 
directors Into Birmingham 
International free and local 
hotels are contributing to 
the provision of 600 coaches 
to transport members about 

But warns Mr Cleverdon, 
“we can’t be complacent". 
Next he wants to improve 
tbe “experience” of visiting 
the NEC - its catering, its 
signs, and availability of 
multilingual staff. 

Brian Groom 


THE RETAIL SECTOR 

Towards a new 
leisure metropolis 

Birmingham is embracing shopping and 
entertainment with impressive enthusiasm 


Birmingham does not do 
things by halves. In the 
19605 it embraced concrete 
like no other city. Now, rein- 
venting itself as a subtler, 
sophisticated metropolis, its 
ambitions are bardly less 
gargantuan. 

You need shops and enter* 

tainment? Along come 
developers with three 
schemes totalling £lbn to 
create &5m sq ft of retail 
and leisure space. Crowning 
it is a 50-storey metallic 
tower, second in height only 
to London’s Canary Wharf. 

Don’t expect any nonsense 
about size not being every- 
thing. Asking for an extra 
100 ft, Bryan Bird. Birming- 
ham council’s deputy leader, 
said at tbe plan’s launch: “I 
have asked the developers to 
make it the tallest building 
to the country because I 
want to make a statement to 
those who question what 
Bi rming ham stands for." 

The tower is part of a 
£3Q0m leisure complex 
called Arena Central pro- 
posed by Hampton Trust on 
the site of former Central 
Television studios. Apart 
from a hotel, offices and 
apartments, it will have a 
theatre restaurant, cafes, 
cinemas, ballrooms and casi- 
nos. Under a glass canopy. 
Arena Central will restore a 
canal which will be frozen 
to winter to make a skating 
rink. 

Hammerson, meanwhile, 
is embarking on the £350m 
redevelopment of the city's 


Bull Ring centre, creating 
1 -lm sq ft of retail space. 
Land Securities plans to cre- 
ate another 1 . 2 m sq ft at a 
nearby £300m development 
called Martin eau Square. 

While some might worry 
about whether Bir mingham 
can take so many shops. Leg 
Sparks, the city's director of 
planning and architecture, 

says: “Birmingham’s retail 

economy bas slipped a long 
way in the last 10 years. If 
we have both the Martineau 
Square and the Bui] Ring 
developments it will bring 
us back to where we should 
be compared with cities like 
Glasgow and Manchester." 

There is a question over 
whether the market can 
absorb two schemes wi thin 
similar timeframes, bat the 
council is not seeking to 
hold either back. Land Secu- 
rities’ scheme will return to 
the planning committee 
before Christinas after modi- 
fications have been consid- 
ered. Hammerson is negotia- 
ting with potential tenants. 

Hammerson is ahead at 
this stage bat both are 
expected to aim at comple- 
tion within four or five 
years: each will have to con- 
sider the state of the market 
at the point where they com- 
mit the bulk of the invest- 
ment Hampton, meanwhile, 
is applying for planning per- 
mission and seeking joint 
venture partners for its lei- 
sure scheme. 

Brian Groom 
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Training and Enterprise ( 


TRAINING SCHEMES 




Former passions 
are rekindled 


While many programmes are being 
overhauled, Modem Apprenticeships have 
had great success, says Andrew Bolger 


The government’s decision 
to set op a taskforce to lead 
a “national assault" on 
skills shortages is just the 
latest chapter in an oft-told 
tale. Once again, a few years 
of economic growth have 
exposed gaps in Britain’s 
skills base. 

David Blunkett, education 
and employment secretary, 

told this month’s animal 
conference of the Confedera- 
tion of British Industry: 
“There are clear signs that 
skill shortages are begin- 
ning to develop. We have 
seen, in the past, the 
adverse impact that severe 
skill shortages can have on 
inflation and on the econ- 
omy. This most not happen 
again.” 

One problem Is the low 
status of programmes such 
as the previous govern- 
ment’s Yonth Training 
Scheme, which became stig- 
matised through its associa- 
tion with the unemployed, 
and. hi gh drop-out and fail- 
ure rates. 

In 1989. YTS was 
relaunched as the Youth 
Training programme, which 
involved candidates work- 
ing for National Vocational 
Qualifications (NVQs). These 
employer-led training quali- 
fications have proved con- 
troversial, but now have 
more candidates working 
for them than A-levels. 

More than a third of the 
800-plus existing NVQs have 
yet to attract a single candi- 
date. Candidates are also 


heavily concentrated in the 
clerical, secretarial, sales 
and personal service occupa- 
tions, but under-represented 
in higher managerial, pro- 
fessional and technical occu- 
pations and in crafts. 

However, NVQs are being 
overhauled in light of last 
year’s Beaumont report, 
which said they were jar- 
gon-ridden, bureaucratic 
and lacked customer focus. 
There are signs that some of 
this work is beginning to 
pay off. Some L6m people 
hold NVQ certificates, and 
about 800,000 are working 
towards the qualification. 

Baroness Biackstone, edu- 
cation and employment min- 
ister, said recently: “NVQs 
are moving away from rigid 
prescription and bureau- 
cratic procedures, giving 
Industry the flexibility to 
set occupational standards 
in language that people 

A recent report by the CBI 
said: “The media coverage 
of NVQs and [Scottish] SVQs 
is largely negative. Yet 
employers using them 
believe they are valuable 
tools for business develop- 
ment individuals 
fliHn find a unique route to 
learning and development" 

Chris Humphries, chief 
executive of the Tec 
National Council, agrees. 
“The recent changes in 
NVQs - where those 
changes have been imple- 
mented - have actually led 
to much stronger qualifica- 



David Btunket There are dear signs that skffl shortages are ' 
beginning to develop* MfJonm 


tions, ” he says. 

Earlier this month Mr 
BInnkett launched an inde- 
pendent company to market 
overseas the NVQ system, 
which he described as “one 
of Britain’s best-kept export 
secrets” and estimated to 
have had an immediate 
annual export potential 
exceeding tiswi. 

However, the outstanding 
success s to ry In the British 
training field has been Mod- 
em Apprenticeships, which 
were launched In 1994. The 
number of young people cm 
Modern Apprenticeships at 
the end of August was 
97,000 - nearly twice as 
many as a year earlier. Gov- 
ernment figures show a con- 
tinuing shift from Yonth 
Training schemes to Modern 
Apprenticeships. 

The apprenticeships aim 
to the wntnhw of 

young people undergoing 
training who achieve NVQs 
of at least level 3 for techni- 
cal, craft junior man - 
agement skills. 

In most establishments, 
the Modern Apprentices 
have employee status and 
earn a wage. The scheme is 
administered through 
employers, training and 
enterprise councils, and 
industrial training organisa- 
tions. Pilots of the scheme 
were welcomed by 90 per 
cent of employers and 
apprentices in a govern- 
ment-commissioned evalua- 
tion by Ernst and Young, 
the accountancy group. 

Modern Apprenticeships 
have also been supported by 
the Trades Union Congress 
and the CBL 

Government funding cov- 
ers about £6,000 of the aver- 
age £25,000 cost of an 
apprenticeship, which takes 
up to three years to com- 
plete. But the scheme Is 
based an ability and qualifi- 
cations attained — not Hm» 
served. 

Training frameworks have 
been approved covering 
more than 72 industries and 
sectors. Many are in tradi- 
tional areas such as engi- 
neering and manufacturing, 
but one aim of the scheme is 
to lift training standards in 
services. 

One of the strongest 
attractions of apprentice- 
ships is the employment 
prospects they offs’. Accord- 
ing to government statistics 
a lower proportion of 
apprentices end up unem- 
ployed than either gradu- 
ates or those with A-levels. 

Mr Humphries says: “The 
fond memories and passions 
for apprenticeships never 
went away. We’re finding 
now that we got it right.” 





Ray Lemasurler, aged IB, a modem a pp rentice working on the Bkiewater retail and Msure destination currently under construction in north Kant 

TRAINING AND ENTERPRISE COUNCILS 

Still high on the national agenda 


Despite allegations of fraud and questions over its 
Independence, the Tec National Council is pleased with the new 
government's commitment to training, says Andrew Bolger 


Growing shortages of skilled 
workers and the govern- 
ment's ambitious welfare-to- 
work plans have focused 
interest an the future role of 
Tr aining and Enterprise 
Councils (Tecs). 

The work of the 79 Tecs in 
England and Wales - 
employer-led bodies set up 
by the Conservatives at the 
start of the 1990s to improve 
employment skills - have 
been broadly endorsed by 
the new government. 

Ministers awarded the Tec 
National Council, their rep- 
resentative body, a crucial 
contract in July to establish 
a new Training Standards 
Council, monitoring all gov- 
ernment-funded vocational 
qualifications. 

■ However, Tecs have 
recently been drawn into 
controversy after the govern- 
ment revealed last month 
that investigators were 
looking into 20 cases of 
alleged fraud by training 
providers contracted to Tecs 
across the country. Kim 
Howells, education and 
employment minister, said 
that the government would 
adopt a “zero tolerance” pol- 
icy towards such financial 
irregularities. 

The warning came just as 
Tecs were awaiting the gov- 
ernment’s white paper on 
plans for English regional 
development agencies, which 
could threaten the indepen- 
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dence of Tecs. Evidence of 
poor financial controls might 
strengthen the hands of 
those advocating tighter 
regional control of economic 
development and training 
funds through the agencies 
and civil service Govern- 
ment Offices of the Regions. 

Given this background. 
Chris Humphries, chief exec- 
utive of the Tec National 
Council. Is remarkably 
upbeat about the new politi- 
cal atmosphere. “Tecs have 
been very pleased by the 
extent to which the govern- 
ment seems committed to 
putting and keeping skills 
and people development at 
the top of its long-term eco- 
nomic agenda." be says. 

“Seeing the government - 
from the prime minister, 
through the chancellor, 
through the deputy PM - all 
placing skills at thp centre of 
the economic and competi- 
tiveness agenda Is music to 
our ears." 

Margaret Beckett, the 
trade and industry secretary, 
has acknowledged that Tecs 
were prevented from focus- 
ing as much on workforce 
development as they wanted 
to because of the last reces- 
sion and the consequent 
huge redirection of focus 
towards dealing with unem- 
ployment 

Academic research sug- 
gests that the low quality of 
training in the government’s 


Youth. Training programme 
(and the preceding Youth 
T raining Scheme), combined 
with their association with 
training for the unemployed, 
stigmatised the schemes in 
the eyes of many young 
people. 

There has recently been a 
marked shift from Youth 
Training towards the much 
more ■ popular Modem 
Apprenticeships, which were 
launched in 1995. 

The Tec National Council 
was delighted when David 
Blunkett, the education sec- 
retary. adopted its proposals 
for Training Standards 
Council, rather than accept a 
rival bid by the Office oi 
Standards in Education to 
provide the new inspection 
system. Nick Reilly, chief 
executive of Vauxhall 
Motors, will chair the new 
body, which will have 400 
inspectors. 

“When you set up some: 
thing of the scale of the 
Training standards Council 
it feels like its one non-stop 
continuous rush, but its 
going very well,” says Mr 
Humphries. 

Although a wholly-owned 
subsidiary of the Tec 
National Council, the new 
Training Standards Council 
will also report simulta- 
neously and directly to Mr 
BInnkett 

Mr Humphries says that 
this should allow the inspec- 


tion system to become a pro- 
cess of continuous quality 
improvement - not just 
irregular visits, with no fol- 
low-ups. The inspector's 
action plan would be passed 
down to the local Tec. which 
would work with the train- 
ing provider to make sure it 
was implemented. 

“It keeps our role as repre- 
sentative body and capacity 
builder, but it keeps the 
inspection process dean so 
that the public can have con- 
fidence,” he says. "We can 
actually say to Tecs: ‘Look, 
that’s what the report says - 
we’ve got to do that’.” 

Tecs have been less 
impressed by the way recent 
allegations of fraud by train- 
ing providers have been han- 
dled. They accused ministers 
of trying to make Tecs take 
sole responsibility for fail- 
ures which also involve the 
government’s Employment 
Service and the Department 
for Educa t i o n a nd Employ- 
ment. The DFEE insists that 
the Tecs bear the main 
responsibility for controlling 
payments to training provid- 
ers. 

One explanation for strain 
between the Tecs and the 
Employment Service is that 
both organisations are jock- 
eying for position in deliver- 
ing the government’s £3^bn 
“New Deal" for the young 
. and long-term unemployed. 
Tecs have been promised a 
key part in the scheme, but 
the Employment Service has 
been given the lead responsi- 
bility. 

Tecs believe many of the 
alleged fraud cases date back 


to 1995. when the last gov- 
ernment decided to change 
the emphasis of its Training 
for Work towards getting 
jobs, rather than providing 
skills training. They are con- 
cerned that the govern- 
ment's proposal could make 
the s-iitm* mistak e. 

A recent victory for Tecs 
came when Sir Peter Davis, 
chairman of the govern- 
ment's welfare-to-work task- 
force, announced the cre- 
ation of employer 
“coalitions" to encourage 
private sector participation. 
This followed lobbying by 
the Tec National Council, 
which was concerned that 
the Employment Service was 
about to establish such a 
network of its own. confus- 
ing employers. 

The number of agencies 
already seeking to deal with 
employers is an issue that 
has been raised against Tecs 
in the debate over regional 
development agencies. How- 
ever, the principle of RDAs 
was welcomed by Tecs at the 
consultation stage. Mr 
Humphries is confident they 
pose no immediate threat to 
the local functions of Tecs. 
“The reality is that you can't 
deliver at the regional level." 
he said. 

A bigger concern to the 
Tecs is the relationship 
between RDAs and the exist- 
ing government regional 
offices. "If you are going to 
have two of them, how are 
they each going to add value 
- and will we have more of a 
bureaucratic mess, rather 
Gian less?” asks Mr Humph- 
ries. 


INVESTORS IN PEOPLE 


An easy target to hit 


The standard offers government a rare 
chance to reach one of the training goals 
It inherited, says Andrew Bolger 


Investors in People, the 
training and development 
standard launched by the 
Conservatives in 1991, has 
been enthusiastically 
adopted by the new Labour 
government. 

David Blunkett, education 
and employment secretary, 
said recently the standard 
was going from strength to 
strength, with more than 
7,800 organisations now 
recognised as Investors in 
People, and a farther 21,000 
working towards the stan- 
dard - in aO, about a third 
of the British workforce. 

This endorsement could be 
partly because Labour tins 
year became the first British 
political party to qualify for 
HP status, which aims to 
link the t raining - and devel- 
opment of employees with 
an organisation’s goals. A 
more likely reason is that 
IIP offers one of the few 
areas where the government 
seems likely to reach the 
national education and 
training targets it inherited. 

After a slow start, HP now 
seems on track to reach the 
stated goal of covering 70 
per cent of all organisations 
employing 200 or more 
employees by the year 2000, 
and 36 per emit of those 
employing 50 or more. 

An important factor in the 
increased momentum 
behind HP is the attitude of 
the anions. The Trades 
Union Congress has taken 
the lead in developing a 
“bargaining for skills” 
agenda, which endorses HP. 


Symbolically, the organisa- 
tion was presented with the 
st andar d by Mr Blunkett at 
its September congress in 
Brighton. 

By next year. Training 
and Enterprise Councils aim 
to have helped to train 
about 18,000 union represen- 
tatives and shop stewards In 
the jargon of people man- 
agement - explaining HP, 
National Vocational Qualifi- 
cations and appraisal 
systems. 

The TUC link has done 
much to allay Labour suspi- 
cions of the Tecs, which are 
employer-dominated and ini- 
tially had little input from 
trade unions. Now most 
Tecs have at least one trade 
union director and they 
meet regularly through the 
.TUC to co-ordinate their 
activities. 

“Everyone says employa- 
bility is important - this 
equips unions to ask and 
negotiate far it,” says Chris 
Humphries, chief executive 
of the Tec National Council. 

Not all trade unions take 
such a rosy view. Both the 
GMB and- TGWU general 
unions have criticised HP 
for “falling well short of 
what was hoped tor it, espe- 
cially among' small and 
medium-sired firms”. 

The government recog- 
nises this issue and in July 
invited bids from Tecs to 
spend £500,000 on encourag- 
ing small and medium-sized 
enterprises to support the 
Standard. Mr Blunkett says 
the take-up of HP is still too 
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Chris Humphries *lt is very Important to keep up (he present 
approach to employers of 50 -pfcjs’ 



low among small com panies, 
which employ half the work- 
force and are the principal 
source of new jobs. 

Mr Humphries acknowl- 
edges the importance of 
reaching small firms. 
“We’ve adopted a new. 

‘milestones’ approach to the 

standard, which allows 
small companies to bite it 
off in chewable lumps,” he 
says. 

From next year, HP will 
also change the way the 
standard is monitored and 
re-awarded to successful 
organisations. Instead of the 
present fuD -scale re-ass es- 
ment every three years, 
holders of the standard will 
be offered the option of 
choosing “continuous main- 
tenance". 

“At the moment, every 
three years yon parachute in 

and reassess again,” says Mr 
Humphries. “Some employ- 
ers might turn round and 


say: ’M not bother, we've 
got too much on our plate’. 
What we are putting In 
place from next year is a 
periodic maintenance visit, 
year, so an employer 
who wants to go that route 

can keep up their IIP accred- 
itation by a lighter touch." 

However, at the same time 
the Tec National Council 
believes it would be a “terri- 
ble mistake” to divert atten- 
tion from bigger organisa- 
tions, in favour of small 
firms. 

Mr Humphries says: "You 
get tor more people in com- 
panies recognised as IIP, 
when you go for the large 
organisations. It is very 
important to keep up the 
present approach to employ- 
ers of 50-plos in order to get 
big swathes of the work- 
force covered. Let’s not 
throw away a target we 
actually have a chance of 
hitting,” 
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POLITICS 


Opposition 

remains 

entrenched 

The younger generation of politicians is as 
divided in its views as its older 
colleagues, says John Murray Brown 


Stephen King wears bine 
pin-stripes and brogues. 
Eoin O "Bruin prefers jeans, 
and sports an earring a 
crew cut. Dress sense 
reflects well' their relative 
positions for these two 
young politicians — Mr Kin g 
from the Ulster Unionists 
and Mr OTfruin, the of 
Sinn F6in’s youth wing - 
have little in common. 

With cynics already pre- 
dicting the collapse of the 
current talks, the question 
arises as to whether this 
younger generation of politi- 
cian can reach an agreement 
which has so far eluded 
their political elders. 

Mr King is far from opti- 
mistic. He says younger 
unionists are more 
entrenched in their opposi- 
tion to a role for Dublin in 
Northern Ireland’s affairs - 
effectively needed to secure 
nationalist acquiescence in a 
deal which leaves the 
island's six northern coun- 
ties as part of the UK. 

He says there are those 
unionists who experienced 
the Stormont years, and 
those like his generation 
who grew np after the 
unionist dominated parlia- 
ment was prorogued in 1972. 

“Stormont is not our prob- 
lem,” he says. “We have no 
reason to feel guilty for 
what happened then.” 

Despite the embattled ste- 
reotype, he believes younger 
unionist politicians have 
much less of an inferiority 
complex than their older 
colleagues. 

The finks with Britain are 
deeper, either through study 
in the UK or through work, 
while improvements in air 
travel have enabled them to 
retain their home ties. 
“You’d be hard pressed to 
find a unionist of my gen- 
eration who will describe 
himself as Irish protestant,” 
Mr King says. 

Ian Paisley Jnr, the 25- 
year-old son of the Demo- 
cratic Unionist leader 
agrees. “To me Irishness is 
one people, one language, 
one religion. I don’t feel 
part of that Tm an Ulster- 
man, with a British identity, 
and I’m miaglmTnpri of my 
protestant heritage." 

The gap is widening far- 
ther as Northern Catholics 
have become more national- 
istic as they look with 


THE ECONOMY 


increasing pride to the 
achievements of the Irish 
Republic. ' 

Mr O "Bruin, a Duh liner by 
birth, became Involved in 
republican politics while liv- 
ing in London. He comes to 
the problem of Northern 
belaud with the viewpoint 
of someone who worked in 
the UK, where he says there 
is still cas ual discrimination 
against the Irish. 

Equally striking is that 
wbere more senior Shin Fan 
figures would focus on the 
big constitutional Issues, for 
him the political debate is 
stffl about equality and jus- 
tice. Many academics would 
say this is to ignore the 
reforms of the past 25 years 
of direct rule from Westmin- 
ster, but this sense of vic- 
timisation among working 
class Catholics persists. 

“The problem with the 
peace process is that divi- 
sion has become institution- 
alised," says Peter Osborne, 
a councillor far the non-sec- 
tarian Alliance p a r ty . “Rec- 
ognising diversity is fine 
but it has meant people are 
dealing with reconciliation 
less.” 

In many ways the Alliance 
party is Northern Ireland 
politics as it should be. Mr 
Osborne, S3, Is a self-made 
protestant from the hardline 
Bally been estate. He was 
one of the few people bom 
his area in East Belfast to 
have won a place at Queens 
University in Belfast. He 
now works as a manage- 
ment consultant, describes 
himself as middle class with 
no strong religious views. 

“At university, that was 
pretty much the first time 1 
had met anyone from the 
other side. It was only then 
I started to question the big- 
otry of the two sides,” says 
Mr Osborne. 

In a gloomy picture there 
is one example of a political 
friendship that crosses the 
divide. Alex Attwood. the 
solicitor and one of the 
nationalist SDLP’s brightest 
young members may not 
share the political views of 
the Progressive Unionists. 
But along with his friend 
Billy Hutchinson, the 
Shankill Road loyalist and 
convicted terrorist, he 
shares a passion for quite a 
different pursuit - mara- 
thon running. 



Politicians atttw table: {left to right) Dadd Trimble, Unionist Party leader, Gerry Adams, the Sim F&n president and Mo Mowlam, the Northern ketand secretary. 
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Political opponents meet at last 
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Current multi-party talks seem the best 
chance in a generation of bringing an end 
to conflict, says John Murray Brown 


Only an habitual optimist 
would forecast that North- 
ern Ireland's troubles were 
at an end. But after months 
of ritual .dancing, unionist 
and nationalist politicians 
are at last sitting around the 
same negotiating table. The 
paramilitary ceasefires 
appear to be holding, despite 
recent reports of unease in 
IRA ranks. And with every 
day of peace, the spectre of 
renewed violence recedes. 

A yawning gap remains 
between the opening posi- 
tions of the main parties. 
But the sight of David Trim- 
ble. the Ulster Unionist 
leader sitting opposite Gerry 
Adams, the Sinn F6In presi- 
dent, at the Stormont talks 
is a potent symbol of the 
changes possible if a settle- 
ment can be reached. 

“What we're trying to do is 
invent a new and better 
future. This is a slow and 
very painful process," says 
Sir George Quigley, chair- 
man of Ulster Bank and for 
many years permanent sec- 
retary at the finance depart- 
ment of the Northern Ireland 
Office- 

The hope is that if the poli- 
ticians can resolve their dif- 
ferences. this will give a 
major fillip to the economy. 
The province is already 
enjoying one of the fastest 
growth rates of any UK 
region. Foreign investors 
appear happy to take a long 
view, with the Industrial 
Development Board report- 
ing its best ever year in 
1986-1997. Unemploy m e nt , at 
about 7.8 per cent of the 


workforce at the end of Octo- 
ber is at half the peak levels 

Id 1986. although long term 
unemployment rates are stDl 
50 per cent higher than the 
UK average. 

With vacancies at a record 
high and labour shortages in 
some sectors, economists 
believe the province is well 
placed to reap the benefits of 
the government's welfare to 
work programme, which 
aims to inject £i40m into 
helping people into employ- 
ment. 

At a local level, consider- 
able progress has been made 
with the help of money from 
Brussels to persuade com- 
munities to work together 
under the European Union's 
Peace and Reconciliation 
programme. But Terry Car- 
lin, national officer for the 
Irish Congress of Trade 
Unions, warns that while 
pockets of disadvantage per- 
sist, any breakdown in the 
talks could “feed the disaf- 
fection of those who in the 
past have shown an ambiva- 
lence towards violence'". 

Labour says it will stick 
with Tory spending plans, 
but there is plenty of scope 
for innovation in the alloca- 
tion of that money. Expendi- 
ture per head is still one 
third higher in Northern 
Ireland than in the UK as a 
whole, reflecting areas of 
real social need. The higher 
spending is also the result of 
a much larger school popula 
t inn. Moreover the number 
of school leavers who go on 
to university is about 43 per 
cent in Northern Ireland 


Reform hangs in limbo 


Stormont negotiations may tempt the . 
minister to delay action until an assembly 
is set up, says John Murray Brown 


When questioned on hi6 
plans as Northern Ireland’s 
newly installed economy 
minister, Adam Ingram Is a 
little coy. often dismissing 
such inquiries as “a wee bit 
futuristic". 

His caution is not without 
justification. He faces some- 
thing of a dilemma in that 
be wants to be the last direct 
rule minis ter responsible for 
the economy, with health 
and education, as elsewhere 
in the UK. a Priority- 

And yet with one eye on 
the political negotiations at 
Stormont, the temptation is 
to put any reforms on hold, 
waiting for the emergence of 
a yet-to-be -agreed devolved 
assembly. Labour may thus 
prove less radical in North- 
ern Ireland than elsewhere. 

In Mr Ingram's appoint- 
ment as economy as well as 
security minister. Labour 
appears to be signalling that 
any return to violence will 
have consequences for pub- 
lic spending in the province. 

Mr Ingram’s belief - held 
by many in the Labour 
a dminis tration - that "good 
government is less govern- 
ment" is a challenging con- 
cept in a province where the 
state employees account for 
40 per cent of those in work 
- double the UK average - 
and will make his stated 
objective of reducing the 
"dependency mentality” a 
tough one. 

As in other areas. Labour 
has said it will follow the 


Tories’ spending plans, 
maintaining spending alloca- 
tions for the province. 

Although public expendi- 
ture is one third higher com. 
pared to similar programmes 
in the UK as a whole, much 
of it is related to need. The 
province, far example, has a 
far younger population - 
school costs are thus propor- 
tionately higher. Together 

with the higher university 

participation rates, educa- 
tion expenditure per head Is 
10 per cent higher than Scot- 
land, S3 per cent more than 
Wales, and 46 per cent more 
than England. 

There is a higher inci- 
dence of sickness, raising 
health spending. Because of 
the numbers of those on ben- 
efit. social security accounts 
for almost a third of the 
£Sbn annual Northern 
Ireland budget 

Among its public expendi- 
ture priorities, the CBI rec- 
ommends cuts of £l0m-15m 
in the 1998-99 prisons’ alloca- 
tions. But it recognises that 
any reduction is prison 
costs, which are three times 
the UK average, will depend 
pn improvements in the 
security situation. 

Nigel Smyth, the CBl’s 
local director, does not antic- 
ipate any significant peace 
dividend in the short term: 
He points out that the addi- 
tional policing of last year’s 
contentious marches will 
have wiped out much of the 
savings related to the 


renewed IRA ceasefire. 

For all that, some of 
Labour’s key economic pol- 
icy pledges will have an 
impact for Northern Ireland. 
As a region, which despite 
improvements, still has an 
unemployment rate of 7.8 
per cent, the government’s 
much heralded “new deal" 
could prove beneficiaL 

Northern Ireland has 
■ already won an important 
concession in the allocations 
under the Welfare to Work 
programme, with £i40m 
committed, more than its 
deserves under the “Bar- 
nett" formula, the system for 
assessing regional UK aid 
allocations. 

Paul Gorecki, director of 
the Northern Ireland Eco- 
nomic Council, says the tim- 
ing of the programme is for- 
tuitous as many sectors are 
facing labour shortages and 
vacancies are high. His 
organisation has suggested 
the government go further 
and legislate to allow 
employers to target the 
long-term jobless through 
the use of tax breaks. 

There is much less enthu- 
siasm for the government’s 
introduction of a minimum 
wage - one reason why the 
recent visit of George Bain, 
chairman of the Low Pay 
Commission attracted such 
local interest 

Northern Ireland is still 
dependent on the low skill, 
low value added, low produc- 
tivity textile and food pro- 
cessing industries which 
account for 24 per cent of 
GDP. This compares with 
about B per cent for the UK 
as a whole. 


With the national wage in 
the clothing industry at 
£3^80. a statutory minimum 
higher than that will gener- 
ate “an exponential hike on 
wage differentials'" says the 
CBL 

With the government due 
to set the rate next March, 
Mr Smyth is pressing the 
government to allow a lon- 
ger phasing-in period - a 
suggestion Professor Bain is 
likely to reject 

On a local but equally 
pressing issue, employers 
are waiting to see how far 
the government goes to 
redress the imbalance 
between Catholics and Prot- 
estants in the workforce. 

A report by the Standing 
Advisory Commission on 
Human Rights suggested 
that the current powers of 
the fair employment com- 
mission should be extended 
to cover the provision of ser- 
vices. and contract compli- 
ance. Employers say that 
this could have an adverse 
impact on companies which 
use dedicated or preferred 
suppliers. 

Mr Ingram says the gov- 
ernment is anxious to take 
into account the one dissent- 
ing voice on the Commission 
- that of a Unionist who 
argues the government 
would have to adopt 
“unfair" employment prac- 
tices to offset the effect of 
the faster Catholic birth rate 
and higher Protestant emi- 
gration. 

If Mr Ingram heeds his 
warning, implementation of 
the $ACHR report may 
prove far more limited than 
business fears. 


compared with 33 per cent 
for the UK mainland 

But as the province 
approaches the millennium 
there is a consensus that the 
current multi-party talks 
represent the best chance in 
a generation to bring the 
conflict to an end While the 
main political parties test 
out each other's intentions, 
it is hoped the new govern- 
ments in London and Dublin 
can provide a fresh 
approach. Mo Mowlam, the 
Northern Ireland secretary, 
has been commended by 
both traditions for her 
boundless energies - even if 
her touch has at times des- 
erted her. 

Mr Trimble, in his party 
conference speech, was 
quick to remind the minister 
that the solution to this 
year's marching season had 
less to do with her efforts, 
than the good sense of the 
Orange leadership, who uni- 
laterally dropped a number 


disputed routes. Next year's 
inarching season will pro- 
vide a further test - with 
parliament approving new 
powers for an independent 
commission to rule on dis- 
puted routes. 

But with Labour enjoying 
a large parliamentary major- 
ity. unionists have much 
less leverage at Westmin- 
ster. Dublin appears confi- 
dent the UK government will 
continue to make Northern 
Ireland a priority. Earlier 
this month, Ms Mowlam vis- 
ited the US. to bring the 
Clinton administration 
abreast of developments. 
The government is also anx- 
ious to ensure that in the 
event of a breakdown in the 
peace process, it can rely on 
the continued support of the 
Clinton administration. 

Tony Blair, the prime min- 
ister. has said he wants to 
see a settlement by next 
May. which would, then be 
put to separate referendums 


in Northern Ireland and the 
Irish Republic. 

The UUP, which has often 
been cast as the recalcitrant 
player in the process, has 
publicly said that progress 
could be made even earlier. 

The signs are not good, 
though. The recent dispute 
over the wearing of the com- 
memorative poppy by 
Londonderry factory work- 
ers has provided a reminder 
of how symbols, long lost in 
other parts of the UK, still 
carry political connotations 
in Northern Ireland. 

For all the talk of 
improved co-operation. Dub- 
lin's unilateral decision to 
drop the joint tourism mar- 
keting logo is a reminder of 
the diplomatic slight that 
can be caused over the 
smallest of issues. 

But all the protagonists 
will need to be gently cajoled 
along the way. Ms Mowlam 
will know that any induce- 
ment to one side will be seen 


as a betrayal by the other. 

Bill Tosh, outgoing chair- 
man of the Confederation of 
British Industry, argues that 
the parties should adopt a 
more piecemeal approach to 
the negotiations and aban- 
don the principle that “noth- 
ing is agreed, until every- 
thing is agreed”. 

Sinn Fein is pressing the 
government to act on a 
range of what it calls “the 
equality agenda." This 
would include areas such as 
police reform and the 
removal of emergency legis- 
lation. which Sinn Fein says 
are not a matter for discus- 
sion between the parties. 

There will be posturing. 
As one Northern Ireland 
executive says, “our politi- 
cians are all Oscar winners". 
But if Mr Blair's deadline is 
to be met. it should be 
clearer by the New Year 
whether the two sides are 
prepared to make the com- 
promises needed for a deal. 


Call Centre? 




Northern 

Ireland 


.call Northern Ireland 

we're tine best people to talk to 

As a location for your Call Centre operation. Northern 
Ireland offers the most highly educated staff in the 
UK, lowest start up and operating costs, purpose built 
accommodation at competitive rentals, the most 
generous financial incentives and a state of the arr 
telecommunications infrastructure. To discover all the 
facts call: 

Freephone 0800 137567 

or contact Wendy Porter direct on 0171 493 0601 


The Industrial Development Board for Northern Ireland 
11 Berkeley Street LONDON W1X 6BU 

The Industrial Development Board for Northern Ireland 
64 Chichester Street BELFAST BT1 4JX 
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TOURISM 

Fortunes tied 
to peace 

Those who depend on the sector are 
following the peace process with guarded 
optimism, says IGeran Cooke 


When Liam and Anne 
Blaney opened their self-ca- 
tering apartments in early 
1995 the outlook was promis- 
ing. The former Presbyterian 
chapel they had spent nearly 
£100,000 converting into 
three self-catering apart- 
ments nestles in the gentle 
folds of the Glens of Antrim, 
one of Northern Ireland's 
most scenic areas. 

An IRA ceasefire had been 
declared In mid- 1994. More 
and more tourists arrived, 
particularly from the Irish 
Republic. “Then came the 
bomb at Canary Wharf in 
February 1996 and the phone 
suddenly stopped ringing." 
says Liam. "If we don't have 
peace, then we don't have 
business, it's as simple as 
that” 

Liam and Anne, along 
with many thousands of oth- 
ers involved in Northern 
Ireland's tourism sector, are 
anxiously following every 
twist and turn of the peace 
process. A new IRA ceasefire 
was declared in July this 
year. 

That was too late to have 
any big impact on the 1997 
tourism figures but once 
again the Blaneys and others 
like them are looking at the 
future with a sense of 
guarded optimism. 

The figures speak for 


themselves. Following the 
first IRA ceasefire, Northern 
Ireland’s tourism industry 
went into overdrive. In 1995. 
it had its best year ever with 

1.557.000 visitors, an increase 
of 20 per cent on the previ- 
ous year. 

The biggest increase in 
visitors was from the Irish 
Republic: in 1995 more than 

460.000 arrived from south of 
the border, a 21 per cent 
improvement on the 1994 fig- 
ure. 

Yet in 1996, after the cease- 
fire had been broken, the 
statistics reverted to their 
1994 level, with visitor num- 
bers from the south down by 
more than 20 per cent on 
1995. Overall there were 

1.436.000 visitors to Northern 
Ireland in 1996. an 8 per cent 
decline on the previous year. 

Mo Durkan of the North- 
ern Ireland Tourist Board 
says the signs are good for 
the coining year although ft 
Is clear people are being cau- 
tious. “Overall it looks very 
positive," says Ms Durkan. 
“We fully realise that what 
happens with the peace pro- 
cess is crucial but there are 
several other encouraging 
factors.” 

Despite the province's 
political problems, invest- 
ment in tourism infrastruc- 
ture has continued. A num- 



C«*n and tranqufe for the Germans, the attractions of the island are its undutterod roads and wfld countryside Tu&Gah 


her of new hotels, including 
a Hilton and a Jiurys have 
opened or are about to start 
business in Belfast 

A new hotel has opened in 
Londonderry and a number 
of developments are planned 
elsewhere. One of the most 
promising tourism growth 
sectors is the cottage based 
holiday. More than 130 cot- 
tages In various locations 
around Northern Ireland 
have been upgraded, cater- 
ing for the fast expanding 
self catering holiday sector. 

“The cottages appeal to 
those interested in eco-toor- 
ism," says Ms Durban. “Most 
of them are old world style 
but with modern conve- 


niences and are placed in 
some of our most beautiful 
areas. It’s a thriving busi- 
ness.” 

At the end of last year 
Bord Faille, the Irish Repub- 
lic’s tourism authority, and 
the Northern Ireland Tourist 
Board jointly launched a 
marketing initiative called 
tourism brand Ireland. The 
aim is to market Ireland - 
on both sides of the border - 
as a single product, with 
advertising which encour- 
ages visitors to enjoy “The 
Irish experience”. 

A considerable amount of 
research has gone into how 
Ireland is perceived by vari- 
ous nationalities. American 


visitors tend to hanker after 
the Irish cabaret, period 
dress and castles. The 
French focus on the food and 
drink. For the Germans, the 
attractions of Ireland are its 
uncluttered roads and wild 
countryside while the Brit- 
ish seek the pubs, the music 
and the chat 

“Advertising, incorporat- 
ing places and people on 
both sides of the banter, is 
now being carefully focused 
to appeal to the various 
groups,” says Ms Durkan. 
“We realise people are not 
going to come all the way 
from Italy or the US and 
spend the frill two weeks of 
their holiday in Northern 


Ireland. But they could well 
spend 10 days in the south 
and five days up here. The 
Irish experience should 
Involve both south and 
north." 

There is one other fact 
which those promoting tour- 
ism in Northern Ireland like 
to boast about Despite the 
years of “The Troubles” the 
province has one of the low- 
est crime rates in Europe. 

“People are continuously 
amazed at how quiet and 
peaceful it is here," says Ms 
Durkan. She. the Blaneys in 
the Glens of Antrim and 
thousands of others involved 
in the tourism industry hope 
it will continue to be so. 


A guide for 
the visitor 


Belfast is no longer a 
hardship posting. After 
years' when the only place 
to stay was behind the 
.steel security barriers at 
fits Europe, there is flow s 
wider choice. - 
- \ jurys, the DobUn- hotel 
group, opened this sum- 
mer. ' Staltis is building a 
country did} hotel complex 
at Tempi epa trick. For 
-something more modest try 
the Dukes Hotel, the newly 
refurbished Wellington 
' Park or the Holiday Inn 
-Express In University 
Street. A little way from 
city centre, the Culloden is 
probably the province's 
finest retreat, with won- 
derful views over Belfast 
Lough. 

Less pretentious than 
: those of Dublin, Belfast’s 
restaurants can also sur- 
prise. Roscoff is one erf the 
island’s only MIcheHn* 
rated eateries. But there is 
also Deans, recently relo- 
cated : from Helen’s 1 Bay. 
Towards Bangor, Shanks is 
well worth the detour - to. 
use the MIchaUn parlance. 
For something late at 
night, (he Sun Kee offers 
excellent Cantonese cuisine 
up unto the early hours. 
Indeed the real measure of 
Its excellence is the fact 
the cur's local Chinese reg- 
ularly gather there, -when 
their own businesses close. 

Further afield, the best 
fiiilfls found &t Reggies In' 
Londonderry at the hack of 
an upmarket chippie near 
the -Waterfront. For scal- 
lops, the Fartaferry Hotel 
has its devotees. Even Thai 


cuisine is available at a 
restaurant on the Gar- 
vaghy Road in Fortsdown. 
the scene of sectarian skir- 
mishes for the past three 
years - hot don’t W that 
put you off, 

The pubs are ateo worth 
trying although avoid dis- 
cussing politics. One thin* 
uniting both traditions is a 
dislike of the English giv- 
ing forth on their politics. 

As for relaxation, the 
province boasts a couple of 
championship golf links at 
the Royal County Down at 
Newcastle and Royal Por- 
trush. For those less gifted 
there are 85 other courses 
to choose from. 

The province has plenty 
of spectacular landscape, 
and the fishing in season is 
some of the best in western. 
Europe. Visitors have even 
been known to tret a sun- 
tan but don't bank on it. 
One word of warning, for 
some reason off-loading 
Ulster bank notes when 
returning to the UK main- 
land is still a problem. 

getting around 

• Bv air Belfast city air- 
port 01232 457745; Belfast 
international airport: 01232 
246485 

• By train: Belfast Central 
Station: 01232 899411: York- 
gate Station: 01232 899-100 

• By bus: Citybus (greater 
Belfast) and Ulsterbus 
(throughout Northern 
Ireland, with services to 
Dublin, Scotland and 
England): 01232 246465 
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THE PARTNERSHIP PROGRAMME 

Redressing the 
democratic deficit 

EU money is being used to help tiiose 
most affected by a quarter century of 
"Troubles”, says John Murray Brown 


Over the years a lot of 
money has been thrown 
Northern Ireland’s way, but 
there can be few funds bet- 
ter received than the Euro- 
pean Union's Peace and Rec- 
onciliation programme. 

This £240m package - ini- 
tially a three-year pro- 
gramme which is expected to 
be funded for another two - 
was the Commission's 
response to the onset of 
peace and the announce- 
ment of the paramilitary 
ceasefires in late 1994. 

In a society where the two 
communities have grown 
apart and where the elected 
politicians of the rival tradi- 
tions often wfll not speak to 
each other, the EU pro- 
gramme has achieved a mod- 
est but important rapproche- 
ment 

The breakthrough was the 
Commission's decision not to 
deliver all the money 
through government agen- 
cies. Some 60 per cent 1$ 
being bandied by intermedi- 
ate funding bodies such as 
the Northern Ireland Volun- 
tary Trust (NIVT), or by spe- 
cially set up district partner- 
ships between local councils, 
business, trade unions and 
community workers. 

The idea Is to help redress 
the “democratic deficit" 
resulting from more than a 
Quarter century of “the 
Troubles", by directly 
involving those most 
affected. At the outset the 
Commission said it wanted 
to help the victims of vio- 
lence but also the perpetra- 
tors who are now trying to 


re-enter civil society. 

Monika Wulf-Mathies. EU 
commissioner of regional 
affairs, caused a few heads 
to turn when she suggested 
soma of the money should be 
targeted at former paramili- 
taries. Until then, the UK 
government had vetted 
applicants for aid in a bid to 
exclude those with paramili- 
tary links. The fear was that 
public money might be 
diverted to the cause of ter- 
rorism. The rules were 
swiftly changed. 

The EU haa commissioned 
its own study to establish 
the areas of greatest need. 
Even with the breakdown of 
the first ceasefire. Mrs Wulf- 
Mathies was quick to reaf- 
firm her intention to con- 
tinue the programme. 

There have been teething 
problems. When the Euro- 
pean parliament came to 
vote on additional funding 
for the programme, there 
was concern the process of 
approving projects had 
become so bogged down, the 
money committed might not 
be disbursed in time. 

The attempt to get the two 
communities to work 
together has in some 
Instances been frustrated by 
old prejudices. In Lisburn for 
example - an area which 
takes in large loyalist estates 
as well as the staunchly 
republican neighbourhood of 
Twlnbrook - the district 
partnership was unable to 
find a neutral venue to meet 

Many of the projects look 
ambitious. Money is being 
spent by NIVT to research 


into the needs of families in 
the security forces who had 
to abandon terms In rural 
parts of Fermanagh for tear 
of ERA reprisals. Ulster 
Quakers are providing child- 
care services for the rela- 
tives of Republican and Loy- 
alist prisoners in the Maze. 

Billy Mitchell Is develop- 
ment officer for Line, a 
North Belfast project to help 
former terrorist prisoners. 
As a paramilitary himself Mr 
Mitchell says “if we’re going 
to salvage anything out of 
this peace process, its the 
paramilitaries we have to 
work with." 

Bernadette McAliskey. the 
former Westminster MP, sits 
on one of the district part- 
nerships in South Tyrone. 
She says the experience of 
communities working 
together will prove more 
lasting than any talks 
between the political parties. 

Mrs McAliskey, who as 
Bernadette Devlin was a 
leading light of the Civil 
Rights movement of the late 
1960s. acknowledges the ele- 
ment of bribery in using 
money to encourage people 
to turn their backs on vio- 
lence. But she says that 
despite residual suspicions, 
the partnership concept has 
been taken to heart 

She points out that the 
partnership has taken root 
much, more easily in North- 
ern Ireland than in the Irish 
Republic, which is benefiting 
from 20 per cent of the total 
programme but has seen 
none of the violence. 

Indeed such is the success 
of the programme, the Com- 
mission is now considering 
whether to use the same 
model for some of its east 
European aid programmes. 
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Cross-border viewing 
on the increase 


UTV’s penetration in the Republic puts it 
in competition with the Ireland's state 
broadcaster, Radio Teiefis Eireann 


he says, could do much to 


The attention that Ulster 
Television has been 
attracting, with Scottish 
Television, through 
Scottish Media Group its 
parent company, acquiring 
a 18J2 per emit stake, is Just 
the latest Indication of the 
consolidation moves afoot 
across the UK broadcasting 
industry. 

UTV is one of the 
smallest ITV franchises 
with just 2 per cent of ITV 
revenues and 1.3 per cent of 
total TV advertising 
revenues. It is also one of 
the only independent 
operators that is not part of 
one of the larger groups 
such as Carlton or 

rintntuia. 

But there Is one big ' < 

difference in the 
competitive environment in 
Northern Ireland. No other 
UK region competes with 
the national broadcaster of 
another state - in this case 
Radio Teiefis Eireann, the 
Irish Republic’s state 
company. No other UK 
regional channel has such a 
penetratio n of a foreign 

market as UTV does in the 
Republic. 

With RTE set to increase 
its services in Northern 
Ireland - boosting its 
signal to reach additional 
homes - those linkages will 
increase. Desmond Smyth, 
chief executive of UTV, 
says “everyone on the 
island of Ireland win soon 
be able to access whatever 
channels are indigenous to 


the island. How we get to 
that point In an orderly 
fashion is the challenge". 

ITV can now be received 
in more than two out of 
three homes in the 
Republic, either through 
“spill over” from Northern 
Ireland or Welsh 
transmissions or from cable 
and microwave operators, 
who have rights to provide 
multi-channel services. 

By contrast RTE is only 
available in about 30 per 
cent of homes in Northern 
Ireland - largely because of 
the terrain. Re-engineering 
work on the transmission 
station at Claremont Came 
near Dundalk on the 
Republic's side of the 
border is complete. 

The sides are now . 
waiting for the two 
governments to ratify the 
changes to a treaty which 
is expected to be signed in 
the next couple of months. 

UTV’s expansion in the 
Republic is being mirrored 
in the print industry with 
Trinity Group, the UK 
regional newspaper group 
that owns the Belfast 
Telegraph acquiring 
Dublin’s Sunday Business 
Post earlier this year. 

Bob Collins, the directin' 
general at RTE says it is 
vital that the Republics 
public service channel is 
available to protestant 
unionist communities in 
Northern Ireland who 
might have a jaundiced 
view of the Republic. This, 


help foster reconciliation 
between the two parts of 
the island. 

For advertisers, there are 
huge implications if the 
island Is to be semi as . a 
single marketing unit. UTV 
estimates that 20 per cent 
of the ads it carries are 
booked through. Dub tin 
agencies. Already a number 
of multinationals such as 
Guinness and Coca Cola are 
using material for an 
all-island audience, 

Mr Smyth says 
advertisers once saw 
Northern Ireland as a tiny 
part of the larger UK 
market. But UTV can offer 
40 pm* cent of an all-island 
market. 

UTV has raised a number 
of copyright Issues with 
RTE, as it carries a number 
of ITV originated 
programmes such as 
Coronation Street, which 
the two channels air at the 
same time. There Is also a 
continuing gripe for 
advertisers that RTE does 
not provide detailed 
viewers’ figures. 

As for the explosion of 
multi-channel services, Mr 
Smyth points out that 
Northern Ireland still tegs 
behind the rest of the UK, 
with 20 per cent 
penetration of Northern 
Ireland households, 
compared with 27 per cent 
In the UK as a wbble. 

In the UTV boardroom, 
with its modern Irish 
masters on the walls, Mr 
Smyth's nest task will be to 
prepare for the advent of 
digital terrestrial services. 
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POWER SUPPLY 

Price gap 
with the UK 
persists 

Higher energy costs than on the mainland 
are hurting consumers and deterring 
investors, says John Murray Brown 


When a group of US 
companies was recently 
polled about investing in 
Northern Ireland, the high 
cost of power was one of 
their main concerns. 

For businesses already set 
up, the widening price gap 
between the province and 
the rest of the ID? has been a 
running sore ever since pri- 
vatisation in 1992. 

In many respects. Ulster is 
still suffering the fallout 
from a deal that maximised 
sales receipts for the UK 
Treasury but gave the new 
owners of the power stations 
long-term inflation -proofed 
earnings - for as long as 
2024 In one case. 

Unlike those of other 
regional electricity compa- 
nies (RECs), Northern 
Ireland’s generation assets 
were spun off and sold by 
trade sale. The t ransmissi on, 
distribution and supply oper- 
ation was sold by public flo- 
tation becoming, Northern 
Ireland Electricity. 

Douglas Mclldoon. director 
of Ofreg, the province's regu- 
lator, says the generation 
contracts made no opera- 
tional sense even at the 
time. 

Through the use of “avail- 
ability " payments, the power 
stations are now paid a stag- 
gering £15Gm a year simply 
to keep their plant running 
- irrespective of the 
demand. As a result North- 
ern Ireland consumers pay 
23 per cent more for their 
electricity than -those on the 
UK mainland. 

For the past year or so. Mr 
Mclldoon has been trying to 
persuade NIE and the gener- 
ators to close that gap - hut 
with little success. Instead 
he finds himself in a legal 
dispute with NIE, which is 
challenging the regulator’s 
refusal to accept the price 
reductions recommended by 
the Monopolies and Mergers 
Commission. A hearing is 
expected next month. 

As for the generation side, 
a report by London Econom- 
ics, commissioned by Ofreg, 
found that the cost of gener- 
ation in Northern Ireland 
was 43 per cent hig her than 
the UK average. 

It pointed out that capital 
equipment, ft it? 7, nnd financ- 
ing costs should be no more 
than elsewhere in the TJK. 
But the report concluded the 
■V : 


main reason for the diver- 
gence was the price paid for 
the assets by the generation 
companies - on average 
twice the prices paid by the 
UK mainland RECs. 

Mr Mclldoon is now 
threatening to take the gen- 
eration companies to the 
MMC too. He says his legal 
advisers believe there is a 
case for the government to 
force the generators to re-ne- 
gotiate their contracts. But 
one NIE board member said 
such a move was unlikely - 
and in any event would 
result in massive compensa- 
tion to the companies. 

The row comes at a time 
when the Industry Is looking 
at major investment in new 
infrastructure. Michael Pol- 
litt of Cambridge University 
in a report in February said 
the small size of the North- 
ern Ireland grid and its low 
load factor “would seem to 
make Northern Ireland a 
prime candidate for intercon- 
nection" with the Irish 
Republic. 

Until the recent peace pro- 
cess. political sensitivities 
had held back such develop- 
ments. But NIE and the Elec- 
tricity Supply Board, the 
Republic’s utility, are now 
c o-oper ating to iron out the 
differences in peak demand 
having restored the cross 
border power lines destroyed 
by the IRA during the Trou- 
bles. 

Last month, a feasibility 
report into the merits of a 
north-south gas pipeline 
with the Irish Republic was 
published. The commercial 
case for a pipeline is that it 
would provide security of 
supply if the Northern 
Ireland-Scottisb gas pipeline 
were to be interrupted and 
for the Republic if something 
similar happened to the 
Ireland-UK link up. 

In a separate development 
Donald Dewar, the Scottish 
Secretary has recently given 
his backing to an intor-con- 
nector between Scottish 
Power and NIE. a project 
earmarked for £S0m in Euro- 
pean aid. 

In the long run the inter- 
connector should put down- 
ward pressure on prices. But 
few in the industry believe a 
final decision will be made 
on this or any of these pro- 
jects while the regulatory 
dispute remains unresolved. 
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LOCATING IN KENT 


A warm welcome to 
La Grande Bretagne 
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A campaign to attract French businesses 
is exciting development officials, say 

Brian Groom and Michael Feel 


It looks dramatic enough. 
Tens, even hundreds of 
French companies are think- 
tag of setting up in Kent, or 
other parts of south-east 
England, to take advantage 
of the UK's lows’ social Wel- 
fare charges per employee. 

Whether or not they take 
the plunge, wfll say much 
about the state of the coun- 
tries* labour markets. It may 
also provide a due to wider 
issues; three years after the 
Channel tunnel opened, is tt 
bringing wider economic 
benefits? And if so, an which 
side will they be MK? 

The campaign to highlight 
the virtues of to Orande Bre- 
tagne is led by a Frenchman. 
Olivier Cadic, a 35-year-old 
entrepreneur who runs a 
company called Info Elec, 
making artwork tar printed 
circuit boards, has bemused 
his countrymen by appear- 
ing on television, radio and 
in newspapers to argue that 
the air 3s purer in the UK. 

French businesses have 
been paying Sour or five 
times .the British level of 
payroll taxes tar social wel- 
fare, with higher corporation 
tax on top. Mr Cadic is presi- 
dent of an organisation 
called La France 
Libre .*. . d*£ntreprendre. As 
part at its campaign against 
hi gh taxation, tt has helped 
25 French companies start 
up in the UK this year. In 
September It brought 150 
French entrepreneurs to a 
conference in Ashford. 

All this, along with 
improvements in Kent's road _ 
and rail infrastructure, is 
exciting development offi- 
cials. Robot Aahmead, chief 
executive of the inward - 
investment agency Locate in 
Seat - established in Janu- 
ary - claims that in inves- 
tors* minds, the Channel is 
iflgflp pwirtng as a barrier. 
"Add the UK’s, advantages in 
inward investment - such as 
flexible employment, lan- 


gudgt'and WnnWriSi services 
- and some of the cost 
issues, end I would say we 
were seeing more benefit 
from, the tunnel than the 
other side," he says. 

The French view is cau- 
tious^ “It's early to make a 
Judgement,** says DidierVro- 
land, project manager at 
Nord-Pas de Calais Develop- 
pement, Locate in Kent’s 
French counterpart Kent 
has Just 80 French compa- 
nies employing L100 people, 
or 6.2 per cent of the coun- 
ty's workforce. Nard-Pas de 
Calais has 238 British com- 
panies employing 22^907, or 
3.4 per cent of the region’s 
employees. 

This year Kent had 
attracted five French compa- 
nies by October; Nard-Pas de 
Calais had attracted 12 Brit- 
ish ones. But if Is what is in 
pipelin e , says Mr Ashinaad, 
that is the cause for opti- 
mism. Locate in Kent is 
talking to' 20 potential 
French investors and has 
had contact with another 40. 

Of those who do invest, 
taw win relocate Jock, stock 
and barrel. And among those 
companies moving to Kent, 
is a mixture of motives apart 
from the desire to enjoy 
lower taxes. SBE, a mobile 
phone repairer, opened 
premises in Ashford this 
year to win more business 
from UK cheats. Although it 
wants a 60«trong wor kf orce 
within three years, it has no 
plans to transfer its whole 
business to Kent 

Master Memory Europe, a 
packager and distributor of 
computer memory : chips, 
shifted its operation to 
Dover in June so it could be' 
closer to British, financial 
services companies. “For me 
UK Ltd is good at money. 
And a bit of UK Ltd is stick- 
ing Into Europe, and' that bit 
Is Kent.” says Cameron Mac- 
sween. general manager. 

Martin Graham, chief 


executive of Kent Chamber 
of Commerce, hopes the 
develop men t agencies can 
take advantage of the public- 
ity generated by Mr Cadic. 
"What he’s trying to do 
doesn't fulfil our aspirations. 
But if he wants to bring 200 
companies over we may be 
able to persuade them to do 
a little bit more than that*' 

There is co-operation as 
wen as competition between 
the two sides of the Channel. 
Locate in Kent and Nard-Pas 
de Calais Developpement 
have linked up to market the 
region to Asian investors. 
Kent County Council has 
Joined Nord-Pas de Calais 
ctad three Belgian regions to 
create Region Transmanche, 
unlocking grants tar inter-re- 
gional projects through the 
ETFs Intarreg programme. 
Commuting both ways 
across the Channel is becom- 
ing mere common. Sunt is 
becoming distinctly Europe- 
an-minded, as well as hope- 
ful about its own future. 

Locate in Kent has so tar 
this year attracted 28 compa- 
nies from overseas or else- 
where in the UK, creating 
L124 jobs over three years. 
Development officials are 
starting - to tn\k optimisti- 
cally about creating a 
"Channel tunnel corridor” to 
rival the M4 or M25- 

There is some way to go, 
however. Roger Vickerman, 
professor of regional and 
transport economics at Kent 
University, is sceptical about 
the corridor effect - arguing 
that it could simply funnel 
business through Kent to 
other parts of Britain and 
Europe. He believes invest- 
ment rather tide of the Chan- 
nel has been slower than 
optimists predicted. 

He wmraripft that effort ft 
being made to attract invest- 
ment, and that the high, 
speed rail fink b etwe en Lon- 
don and the tunnel, via Ash- 
ford, may make a difference 
if it comes along in 2004. 
“The biggest barrier to 
development in Kent isn't 
the Channel,’’ he says, “it’s 
London. You have to cross It 
to get to the rest of the UK” 
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Canary Whart^ London: when the capital oats its new mayor and assembly at the turn of the cantuy, business wants Hs say 


Angus HSUa 


BUSINESS IN THE CITY 


Private sector gets in on the action 

Two business organisations are lobbying for a role in London’s decision-making process, says Alan Pike 


Do cities benefit from 
private sector involvement 
in their government? Two of 
London’s leading bustaesa 
organisations have decided 
that they do, and are lobby- 
ing for a place at the ded- 
gj tm-malring top table when 
the capital gets its new 
mayor and assembly at the 
turn of the century. 

London Chamber of Com- 
merce and the Confedera- 
tion of British Industry 
want a London Business 
Board established. It would 

be responsible for advising 

the mayor and assembly - 
who will together make up 
fha Greater TAinfam Author- 
ity - on economic and busi- 
ness issues. 

The idea has won the sup- 
port of the Labour-con- 
trolled Association of Lon- 


don Government, which rep- 
resents the London borough 
councils, and win be consid- 
ered by ministers as they 
prepare a white paper on 
their final proposals for the 
authority. 

Business has not tradi- 
tionally involved itself as a 
specific interest group in UK 
local government. The Lon- 
don Chamber and CBI 
reached their decision that 
>hh should after the 

chamber commissioned 
Ernst & Young to examine 
ways in which city govern- 
ments work with business 
elsewhere around the world. 

This revealed many differ- 
ent mechanisms through 
which business influences 
municipal authorities. Few 
are as direct as tn Mel- 
bourne - where. fbQowtag 


recent local government 
changes, businesses have 
their own vote in elections - 
or Singapore - where prior- 
ity is given to including 
business people on the city 
authority’s committees. 

But in Berlin and Frank- 
furt, for example. “Business 
Parliaments” adopt formal 
positions In relation to the 
decisions of the city authori- 
ties. 

Cities such as Paris and 
Barcelona have forum 
arrangements through 
which the business commu- 
nity is consulted, while - as 
in the UK - many cities 

encourage business involve- 
ment in partnerships. 

The Ernst & Young report 
acknowledges that it is diffi- 
cult to establish a definite 
link between the economic 


p er f o rm ance of a city and 
the involvement of the busi- 
ness community in its gov- 
ernment. 

However, it concludes, 
"the research suggests that 
thou is a widespread per- 
ception that where business 
is encouraged to play a part 
in city government, and 
where partnerships with the 
p ri v at e sector are generally 
Strang, they do perform bet- 
ter economically in the long- 
run". 

Business is assured of 
strong representation on the 
board of the London Devel- 
opment Agency, which ft to 
be established In 1999 as 
part of the government’s 
introduction of economic 
development agencies 
throughout the English 
regions. 


But, says Ernst & Young, 
confining business’s involve- 
ment to purely economic 
development issues would 
be a mistake. Its overseas 
research, it says, shows that 
city government benefits 
from business playing an 
active part across a broad 
range of functions. 

As Ernst & Young 
acknowledges, London's 
business community has a 

chance Of gaining infhiw>w> 

in the capital's governance 
only if it speaks with a sin- 
gle voice. 

The chamber and CBI pro- 
pose to achieve this by am- 
fining membership of the 
London Business Board to 
their own organisations plus 
London First, the inward 
investment and cHy promo- 
tion agency. 




Locations made for business success 


Success depends on major communications links, established business 
infrastructures, dynamic workforces, an excellent quality of life. Talk to CNT, England's 
largest owner of development land in locations that offer all this - and more. 


CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN KEY LOCATIONS THROUGHOUT ENGLAND. 
ASK ABOUT: ♦ DEVELOPMENT SITES. ♦ FAST-TRACK PLANNING. ♦ CONFIDENTIAL AND COMPREHENSIVE SERVICE. 




m 


CALL 0800 721 721 FOR DETAILS. 

e-mail: markrting@cnt.org.uk Internet: h«p: //www.cat. org.uk 
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Workspace Group 
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Where developers 

fear to tread 

Tlie company, which offers a range of services in addition to 
providing industrial property to smalt businesses, is regenerating 
areas in which few others would see potential 




Workspace Group, the 
specialist provider of space 
to small businesses, recently 
changed its Dame from 
London Industrial simply 
because it is now providing 
a great deal more than 
industrial property. 

The company, now 10 
years old, prides itself on 
regenerating areas where 
tew p r ope r ty developers are 
brave ftnnugh to tread. Inner 
city deprivation means a 
challenge to Alan Porter, 
Workspace chairman. 

Another reason ter 

fiKang tn g thfi twnw fif thfl 

group was that Mr Porter . 
had taken it to areas outside 
the capital Tipton, an the 
western side of Binmngbam, 
where Workspace has 
developed the Brook Street 
Business Centre isbotone 
example where the gro u p 
has gone Into a nm-down 
area and provided local 
businesses with good quality 
Industrial and office space. 

Mr Porter says that the 
new name reflects the 
company's expansion from 
industrial estates into 


business centres and its 
move into the Midlands. 
“People tend to think of us 
as a supplier of small sheds, 
but we're modi wider than 
that," heaays. 

As most occupiers are 
start-up businesses Mr 
Porter offers a flexible three 
year lease. Nbt only that but 
Workspace also acts as _ 
prop e r t y manager on all its . 
schemes which Mr Porter 

claims avoids the need far . 

aiMtt io naT Mif|i wiiM »B Birh aa ; 
estate agents and credit 
controllers. This way .be . 

says.reutsarekqrtdbwn. 

Workspace has also . 
introduced insurance and-;, 
energy services for its 
occupiers which are 
available through Its . ! 
business dub, j . ’■/ ’ t.\ 

“The deregulation '-of the T ‘ 

electricity andgas 

industries has.prorided - r 
large users with the . - r ■ 
opportunity to negotiate ! 
favourable contract prices/* 
says Hsay Plait; the . ”, 


some of our estates in a pilot 
project to see what savings , 
oouM be achieved ter oar-, 
tenants :by bulk baying. 

Tt seems to be going well 


wfH have accesstoa service 
wbidiwiiisaveffiem:'^ 
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Genssal Accident.' providing; ^ 
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?«&££ ftbm the European 
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acqufeitmnatio the MHIanria, 


dfrector. “So we have : , 
introduced Eoeijet onto 


mnrofihan;2,OO0 smoll'firms- 1 * 
inlibt^op and ijhk Mt/TIatvfa 

. .x Ofinhs»«8ecf dnjeis > 
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Class 


Business Class comes naturafiy to Lorraine and Elaine - their 
Merseyside flies high with academic talent like their own. 

Sony for software design, Abbey National for financial services, 
Owens Coming, QVC and Telewest for call centre communication, 
Sainsburys and Booker Belmont for distribution management - no 
shortage of new companies taking off in Merseyside. And no short- 
age of skids from our 50,000 undergraduates. 

Like Lorraine and Elaine, our workforce is young, bright and lively. 
Competitive and fun, they work hard and play hard - ideally placed 
in Merseyside. The future's looking good, girls. Business Class 
is only the beginning! 

There’s a great deal on Merseyside. 


To discover more about the investment 
potential on Merseyside telephone 

0800 22 0151 

Email: merseyp@mail.cybase.cauk 
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News in brief 

Transport node 

Hammers on, Chelsfleld 
and London & Amsterdam 
are battling to develop Loo- 
don & Continental Railways' 
site in Stratford, east Lon- 
don. The 120 acre site, con- 
sidered London’s most sig- 
nificant regeneration 
project. Is centred on the 
international terminal for 
the Channel Tunnel rail 
; link. 

Stratford is set to became 
a major transport node: the 
Mil to the north of the site 
is being extended, regional 
and local rail links are in 
place, the Jubilee lane exten- 
sion is on the way and Euro- 


acconmmdatfoa to b wide . 
variety of tenants such as 
printers, furniture makers 
and restaurants. 

/ A few small developers 
are embarking on the kind 


on. What the company has 
shown them la that to 
viransfann an area 
- previously thought to be 
beyemd repair is not 
Jiopoasible, 


star services will depart 
from Stratford from 2003. 

Newham council has 
approved an urban planning 
framework, which fails for a 
high-quality mixed-use 
fichemfl to Mode upmarket 
housing. 

LCR has had problems- 
raising the capital to fund, 
construction of the Channel 
Tunnel rail link, and is 
talking with a developer to 
make an early sale of part of 
the site. 

It hopes to be able to raise 
£12m-£15ffl by selling the 35 
acre Leyton yard site, and is 
talking to an operator for a 
supermarket and retail ware- 
houses. 


Osborne moves 

Trevor Osborne is to step 
down as chairman of the 
Prince of Wales Inspired 
Urban Villages Forum 
because of a conflict of inter- 
ests with English Partner- 
ships. 

fa February, EP commit- 
ted £50m of government 
money to the Urban Villages 
Forum to be distributed by 
Mr Osborne and his board 
for mixed-use development 
projects. 

But Osborne Group has 
been shortlisted for two of 
these projects and Mr 
Osborne fears that staying 
as chairman of the forum 
might prejudice his compa- 
ny’s chances of winning 
them. 
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